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January  23,  1986— Committed  to  the  Committee  of  the  Whole  House  on  the  State 
of  the  Union  and  ordered  to  be  printed 


Mr.  DiNGELL,  from  the  Committee  on  Energy  and  Commerce, 
submitted  the  following 

REPORT 

together  with 
ADDITIONAL  VIEWS 
[To  accompany  H.R.  3010] 

[Including  cost  estimate  of  the  Congressional  Budget  Office] 

The  Committee  on  Energy  and  Commerce,  to  whom  was  referred 
the  bill  (H.R.  3010)  to  amend  the  Public  Health  Service  Act  to 
revise  and  extend  the  health  planning  authority  under  that  Act, 
having  considered  the  same,  report  favorably  thereon  with  an 
amendment  and  recommend  that  the  bill  as  amended  do  pass. 
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SEC.  12.  REPEAL. 

Effective  October  1,  1986,  title  XV  of  the  Public  Health 
Service  Act  is  repealed. 

Purpose  and  Summary 

H.R.  3010  provides  for  a  one-year  extension  of  authorizations  for 
the  health  planning  program  with  new  flexibility  for  States  in  ad- 
ministering their  Certificate  of  Need  programs.  Authorizations  for 
FY  1986  are  frozen  at  the  FY  1985  appropriations  level  ($64.9  mil- 
lion). State  participation  would  be  voluntary,  while  under  current 
law  states  are  required  to  participate  or  face  a  penalty  if  they  do 
not.  States  could  determine  whether  to  have  local  planning  agen- 
cies, and  if  so,  the  role  the  agencies  would  play  in  certificate  of 
need  review.  Thresholds  for  certificate  of  need  review  would  be 
raised  for  capital  expenditures  from  $600,000  to  $1  million,  for  the 
annual  operating  cost  of  new  institutional  health  services  from 
$250,000  to  $500,000,  and  for  major  medical  equipment  from 
$400,000  to  $500,000. 

Local  planning  agencies  would  no  longer  be  required  to  count 
representatives  of  health  insurance  companies  as  "providers"  on 
their  board  of  directors.  Representatives  of  health  insurance  com- 
panies could  be  "consumers". 

The  health  planning  program  and  law  are  terminated  effective 
October  1,  1986. 

Background  and  Need  for  the  Legislation 

The  authorizations  of  appropriations  in  the  Health  Planning  law. 
Title  15  of  the  Public  Health  Service  Act,  expired  at  the  end  of 
Fiscal  Year  1982.  Appropriations  for  each  subsequent  fiscal  year 
have  been  made  under  the  provisions  of  the  Continuing  Resolution 
for  each  year.  The  Committee's  bill  would  provide  authorizations 
for  Fiscal  Year  1986. 

Hearings 

The  Committee's  Subcommittee  on  Health  and  the  Environment 
held  one  day  of  hearings  on  the  reauthorization  of  the  health  plan- 
ning program  on  May  3,  1985  (Serial  No.  99-30). 

Committee  Consideration 

H.R.  3010  was  introduced  by  Mr.  Waxman  on  July  16,  1985.  On 
October  1,  1985,  the  Subcommittee  on  Health  and  the  Environment 
met  in  open  session  and  ordered  reported  the  bill  H.R.  3010  with- 
out amendment  by  a  vote  of  11-2,  a  quorum  being  present.  On  No- 
vember 5,  1985,  the  Committee  met  in  open  session  and  ordered  re- 
ported the  bill  H.R.  3010  with  amendment  by  a  vote  of  22-2,  a 
quorum  being  present. 

Committee  Oversight  Findings 

Pursuant  to  clause  2(1)(3)(A)  of  Rule  XI  of  the  Rules  of  the  House 
of  Representatives,  the  Subcommittee  held  oversight  hearings  and 
made  findings  that  are  reflected  in  the  legislative  report. 
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Committee  on  Government  Operations 

Pursuant  to  clause  2(1)(3)(D)  of  rule  XI  of  the  Rules  of  the  House 
of  Representative,  no  oversight  findings  have  been  submitted  to  the 
Committee  by  the  Committee  on  Government  Operations, 

Committee  Cost  Estimate 

In  compliance  with  clause  7(a)  of  rule  XIII  of  the  Rules  of  the 
House  of  Representatives,  the  Committee  believes  that  the  cost  in- 
curred in  carrying  out  H.R.  3010  is  $28,1  million.  Because  health 
planning  activities  have  been  foi-ward  funded,  only  $28.1  million  is 
required  to  be  appropriated  in  FY  86  to  provide  total  annual  fund- 
ing of  $64.9  million.  $28.1  million  is  the  amount  of  funding  includ- 
ed in  the  Labor-HHS  appropriation  bill  signed  into  law  in  Decem- 
ber, 1985.  It  is  the  Committee's  intention  that  no  additional  fund- 
ing be  appropriated  for  health  planning  activities  in  FY  1986. 

The  CBO  cost  estimate  was  based  on  its  standard  spend  out 
rates.  Under  the  Committee's  bill,  no  funds  could  be  spent  in  Fiscal 
Year  1987  or  beyond. 

Congressional  Budget  Office  Estimate 

U.S.  Congress, 
Congressional  Budget  Office, 
Washington,  DC,  November  6,  1985, 

Hon.  John  D.  Dingell, 

Chairman,  Committee  on  Energy  and  Commerce,  House  of  Repre- 
sentatives, Washington,  DC. 

Dear  Mr.  Chairman:  The  Congressional  Budget  Office  has  pre- 
pared the  attached  cost  estimate  for  H.R.  3010,  the  Health  Plan- 
ning Amendments  of  1985,  as  ordered  reported  by  the  House  Com- 
mittee on  Energy  and  Commerce  on  November  4,  1985. 

If  you  wish  further  details  on  this  estimate,  we  will  be  pleased  to 
provide  them. 

With  best  wishes. 
Sincerely, 

Rudolph  G.  Penner. 
congressional  budget  office  cost  estimate 

1.  Bill  number:  H.R.  3010. 

2.  Bill  title:  Health  Planning  Amendments  of  1985. 

3.  Bill  status:  As  ordered  reported  by  the  House  Committee  on 
Energy  and  Commerce  on  November  4,  1985, 

4.  Bill  purpose:  To  amend  the  Public  Health  Service  Act  to  revise 
and  extend  the  health  planning  authority  under  that  Act. 

5.  Estimated  cost  to  the  Federal  Government: 


[By  fiscal  years,  in  millions  of  dollars] 

1986      1987      1988      1989  1990 


Authorization  level: 

Health  systems  agencies  

State  health  planning  and  Development  -^.-v«^..«««^,v«««^ 

i  Ci'iS  \jbfaxv 


42.0  
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[By  fiscal  years,  in  millions  of  dollars] 


1986      1987      1988      1989  1990 


Centers  for  health  planning   1.5 

Total,  authorization  level   64.9 

Estimated  outlays: 


State  health  planning  and  development . 
Centers  for  health  planning  


Total,  estimated  outlays   36.6 


23.7 

12.9 

4.1 

1.3 

12.1 

6.6 

2.1 

.6 

.8 

.5 

.1 

.1 

36.6 

20.0 

6.3 

2.0 

Basis  of  estimate:  All  authorization  levels  are  stated  in  the  bill. 
We  assume  authorization  amounts  are  fully  appropriated  at  the  be- 
ginning of  each  fiscal  year.  Outlays  are  estimated  using  spendout 
rates  computed  by  CBO  on  the  basis  of  recent  program  data. 

This  bill  would  reauthorize  the  health  planning  programs  for 
fiscal  year  1986.  In  addition,  the  bill  would  repeal  the  sanctions 
levied  on  states  not  participating  in  state  planning.  States  are 
given  the  option  to  set  up  certificate  of  need  (CON)  system  in 
which  the  state  health  planning  agencies  regulate  the  extent  and 
manner  in  which  local  health  planning  agencies  participate.  The 
bill  would  also  raise  CON  thresholds  in  fiscal  year  1986.  All  health 
planning  programs  under  Title  XV  of  the  Public  Health  Service 
Act  would  be  repealed  in  fiscal  year  1987. 

6.  Estimated  cost  to  State  and  local  government:  The  grants  to 
state  planning  agencies  may  not  exceed  75  percent  of  the  agencies 
operating  costs.  At  least  25  percent  of  agency  funding  must  come 
from  non-federal  sources  which  could  be  provided  by  state  and  local 
governments.  If  the  $21.4  million  authorized  in  this  bill  for  state 
planning  grants  are  fully  appropriated  and  allocated,  at  least  $7.1 
million  in  non-federal  funds  would  have  to  be  provided. 

7.  Estimate  comparison:  None. 

8.  Previous  CBO  estimate:  None. 

9.  Estimate  prepared  by:  Carmela  Dyer. 

10.  Estimate  approved  by:  James  L.  Blum,  Assistant  Director  for 
Budget  Analysis. 

Inflationary  Impact  Statement 

Pursuant  to  clause  2(1)(4)  of  rule  XI  of  the  Rules  of  the  House  of 
Representatives,  the  Committee  makes  the  following  statement 
with  regard  to  the  inflationary  impact  of  the  reported  bill: 

The  Committee  is  unaware  of  any  inflationary  impact  that  H.R. 
3010,  if  enacted,  would  have  on  the  economy. 

Section-by-Section  Analysis 

section  1.  short  title,  reference  to  act 

The  section  provides  that  the  short  title  of  the  bill  is  the  "Health 
Planning  Amendments  of  1985,"  and  specifies  that  the  provisions 
of  the  bill  amend  the  Public  Health  Service  Act. 
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SECTION  2.  HEALTH  SYSTEMS  AGENCIES  (HSA's)  :  REDUCED  STAFFING 

REQUIREMENTS 

The  section  amends  section  1512(b)(2)(A)  and  (B)  to  reduce  the 
number  of  staff  which  an  HSA  is  required  to  have  from  the  lesser 
of  five  overall  or  one  per  hundred  thousand  residents  of  the  area  to 
the  lesser  of  three  overall  or  one  per  three  hundred  thousand  resi- 
dents of  the  area.  This  change  in  minimum  staffing  requirements 
is  necessary  because  of  the  recent  reductions  in  HSA  grants. 

SECTION  3.  CERTIFICATE  OF  NEED  (CON)  REVIEW 

The  section  amends  sections  1513(f)  and  1523(a)(4)  to  provide  that 
HSAs  shall  review  and  make  recommendations  concerning  certifi- 
cate-of-need  applications  in  the  manner,  and  to  the  extent,  provid- 
ed for  by  State  Agencies.  Such  State  CON  systems  shall  provide 
that  all  applications  of  the  same  or  similar  type  must  be  reviewed 
in  the  same  manner.  This  provision  will  allow  the  State  planning 
agency  to  determine  the  role  of  HSAs  in  the  State's  certificate-of- 
need  program 

SECTION  4.  DESIGNATION  OF  HEALTH  SYSTEMS  AGENCIES 

This  section  amends  section  1515  regarding  the  designation  of 
Health  Systems  Agencies.  Section  4(a)  of  the  bill  amends  paragraph 
(b)(2)  to  remove  the  36  month  limit  on  the  period  during  the  HSAs 
may  be  conditionally  designated.  Under  the  bill,  the  Secretary  of 
Health  and  Human  Services  has  discretion  to  determine  the  length 
of  a  conditional  designation  period.  This  section  of  the  bill  also  re- 
vises paragraph  (b)(3)  and  subparagraph  (c)(1)(B)  regarding  the  ter- 
mination as  are  currently  required  for  the  termination  of  fully  des- 
ignated agencies. 

Secuon  4(b)  of  the  bill  amends  subparagraph  (c)(3)(B)  to  remove 
the  12  month  limit  on  the  period  during  which  HSAs  which  have 
previously  been  fully  designated  may  be  conditionally  designated. 
The  Secretary  of  Health  and  Human  Services  is  allowed  to  deter- 
mine the  length  of  the  conditional  designation  period. 

Section  4(c)  of  the  bill  amends  subsection  (d)  to  permit  the  same 
entity  to  be  redesignated  as  an  HSA.  Current  law  only  allows  the 
designation  of  another  entity. 

SECTON  5.  PLANNING  GRANTS;  REQUIRED  AMOUNTS 

This  section  amends  section  1516  by  deleting  paragraph  (c)(2) 
which  permits  the  Secretary  to  reduce  the  funds  provided  to  HSAs. 
The  Secretary  would  be  required  to  award  funds  in  accordance 
with  the  formula  contained  in  section  1516, 

SECTION  6.  DESIGNATION  OF  STATE  AGENCIES:  EXTENDED  CONDITIONAL 

PERIOD 

This  section  amends  section  1521  with  regard  to  the  designation 
of  State  Health  Planning  and  Development  Agencies.  Section  6(a) 
of  the  bill  deletes  the  provisions  of  subparagraph  (b)(2)(B)  which 
limit  the  period  during  which  a  State  agency  may  be  conditionally 
designated.  The  Secretary  would  determine  the  length  of  the  condi- 


6 


tional  designation  period.  This  section  of  the  bill  also  revises  sub- 
paragraphs (2)(C)  and  (3)(B)  of  subsection  (b)  regarding  the  termina- 
tion of  conditionally  designated  State  agencies  to  require  the  same 
procedures  as  are  currently  required  for  termination  of  fully  desig- 
nated agencies. 

Section  6(b)  of  the  bill  amends  subparagraph  (b)(4)(B)  to  remove 
the  12  month  limit  on  the  period  during  which  State  agencies 
which  have  previously  been  fully  designated  may  be  conditionally 
designated.  The  Secretary  is  allowed  to  determine  the  length  of  the 
conditional  designation  period. 

Section  6(c)  of  the  bill  deletes  subsection  (d).  That  subsection  re- 
quired States  to  have  a  fully  designated  State  agency  by  the  speci- 
fied time  or  be  subject  to  the  loss  of  certain  Public  Health  Service 
Act  funds. 

SECTION  7.  STATE  AGENCY  FUNCTIONS:  LIMITS  ON  THE 
APPROPRIATENESS  REVIEWS 

This  section  amends  section  1526(a)(6)  to  require  that  State  agen- 
cies review  the  appropriateness  of  currently  offered  institutional 
health  services  only  to  the  extent  such  review  is  feasible. 

SECTION  8.  definitions:  providers,  thresholds  for  C.O.N.  REVIEW 

Section  8(a)  of  the  bill  amends  a  definition  of  ''provider  of  health 
care"  in  section  1531  to  remove  health  insurance  companies.  The 
effect  is  to  allow  HSAs  to  count  the  representatives  of  such  compa- 
nies as  consumers  on  their  boards  of  directors. 

Sections  8(b)-(d)  of  the  bill  amend  section  1531  to  increase  the 
threshold  above  which  projects  must  be  reviewed  by  State  certifi- 
cate-of-need  programs.  The  threshold  for  capital  expenditures  is  in- 
creased to  $1,000,000  from  $600,000;  the  threshold  for  the  annual 
operating  cost  of  institutional  health  services  is  increased  to 
$500,000  from  $250,000;  and  the  threshold  for  major  medical  equip- 
ment expenditures  is  increased  to  $500,000  from  $400,000. 

SECTION  9.  STATES  WITHOUT  HSAS:  PROCEDURES  FOR  RE-ESTABLISHMENT 

The  section  amends  section  1536  to  allow  States  which  have  pre- 
viously elected  to  operate  health  planning  systems  under  section 
1536  (which  terminated  all  HSAs  in  the  State)  to  expedite  the  rees- 
tablishment  of  HSAs  and  to  require  the  Secretary  to  designate 
HSAs  in  such  areas.  This  section  of  the  bill  also  amends  section  935 
of  Public  Law  97-35  to  allow  HSA  funds  to  continue  to  be  provided 
to  States  which  operated  section  1536  programs  in  1981. 

SECTION  10.  authorizations:  one  YEAR  FREEZE 

This  section  authorizes  appropriations  for  Fiscal  Year  1986  only. 
It  includes  $42,000,000  for  grants  to  HSAs;  $21,400,000  for  grants  to 
States;  and  $1,500,000  for  grants  and  contracts  for  Centers  for 
Health  Planning. 

section  11.  effective  date 
The  effective  date  of  these  amendments  is  October  1,  1985. 
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SECTION  12.  REPEAL 

This  section  establishes  October  1,  1986  as  the  date  when  Title  15 
of  the  Public  Health  Service  act  is  repealed. 

Agency  Views 

Agency  comments  were  submitted  during  the  May  3,  1985,  hear- 
ing of  the  Subcommittee  on  Health  and  the  Environment. 

Changes  in  Existing  Law  Made  by  the  Bill,  As  Reported 

In  compliance  with  clause  3  of  rule  XIII  of  the  Rules  of  the 
House  of  Representatives,  changes  in  existing  law  made  by  the  bill, 
as  reported,  are  shown  as  follows  (existing  law  proposed  to  be  omit- 
ted is  enclosed  in  black  brackets,  new  matter  is  printed  in  italic, 
existing  law  in  which  no  change  is  proposed  is  shown  in  roman): 

Public  Health  Service  Act 
******* 

TITLE  IV— NATIONAL  HEALTH  PLANNING  AND 

DEVELOPMENT 
******* 

Part  B — Health  Systems  Agencies 
******* 

health  systems  agencies 

Sec.  1512.  (a)  *  *  * 

(b)(1)  Legal  Structure.—*  *  * 

(2)  Staff.— 

(A)  Expertise. — A  health  systems  agency  shali^  to  the  extent 
practicable,  have  a  staff  which  provides  the  agency  with  exper- 
tise in  [at  least]  the  following:  (i)  Administration,  (ii)  the 
gathering  and  analysis  of  data,  (iii)  health  planning,  (iv)  devel- 
opment and  use  of  health  (including  mental  health)  resources, 
(v)  financial  and  economic  analysis,  and  (vi)  prevention  of  dis- 
ease and  other  public  health  matters.  The  functions  of  plan- 
ning and  of  development  of  health  (includmg  mental  health) 
resources  shall  be  conducted  by  staffs  with  skills  appropriate  to 
each  function.  At  least  one  member  of  the  staff  shall  be  desig- 
nated to  have  the  responsibility  of  providing  the  members  of 
the  governing  body  of  an  agency  (particularly  the  consumer 
members)  with  such  information  and  technical  assistance  as 
they  may  require  to  effectively  perform  their  functions. 

(B)  Size  and  employment. — The  size  of  the  professional  staff 
of  any  health  systems  agency  shall  be  not  less  than  [five,] 
three,  except  that  if  the  quotient  of  the  population  (rounded  to 
the  [next  highest  one]  nearest  three  hundred  thousand)  of  the 
health  service  area  which  the  agencj^  serves  divided  by  [one] 
three  hundred  thousand  is  greater  than  [five]  three  the  mini- 
mum size  of  the  professional  staff  shall  be  the  lesser  of  (i)  such 
quotient,  or  (ii)  twenty-five.  The  members  of  the  staff  shall  be 
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selected,  paid,  promoted,  and  discharged  in  accordance  with 
such  system  as  the  agency  may  estabhsh,  except  that  the  rate 
of  pay  for  any  position  shall  not  be  less  than  the  rate  of  pay 
prevailing  in  the  health  service  area  for  similar  positions  in 
other  public  or  private  health  service  entities.  If  necessary  for 
the  performance  of  its  functions,  a  health  systems  agency  may 
employ  consultants  and  may  contract  with  individuals  and  en- 
tities for  the  provision  of  services.  Compensation  for  consult- 
ants and  for  contracted  services  shall  be  established  in  accord- 
ance with  standards  established  by  regulation  by  the  Secre- 
tary. 

******* 

FUNCTION  OF  HEALTH  SYSTEMS  AGENCIES 

Sec.  1513.  (a)  *  *  * 

******* 

[(f)  To]  (f)(1)  Except  as  pi^ovided  in  paragraph  (2),  to  assist  State 
health  planning  and  development  agencies  in  carrying  out  their 
functions  under  paragraphs  (4)  and  (5)  of  section  1523(a)  each 
health  systems  agency  shall  review  and  make  recommendations  to 
the  appropriate  State  health  planning  and  development  agency  re- 
specting the  need  for  new  institutional  health  services  proposed  to 
be  offered  or  developed  in  the  health  service  area  of  such  health 
systems  agency. 

(2)  If  a  State  health  planning  and  development  agency  for  a  State 
establishes  a  system  under  section  1523(a)(Ii.)  for  review  by  health 
systems  agencies  of  applications  for  certificates  of  need,  each  health 
systems  agency  in  such  State  shall  make  such  review  only  to  the 
extent  authorized  by  and  in  accordance  with  such  system. 

designation  of  health  SYSTEMS  AGENCIES 

Sec.  1515.  (a)  *  *  * 
(b)(1)  *  *  * 

(2)  During  any  period  of  conditional  designation  [(which,  except 
as  otherwise  provided  in  this  paragraph,  may  not  exceed  24 
months),]  the  secretary  may  require  that  the  entity  conditionally 
designated  meet  only  such  of  the  requirements  of  section  1512(b) 
and  perform  only  such  of  the  functions  prescribed  by  section  1613 
as  he  determines  such  entity  to  be  capable  of  meeting  and  perform- 
ing. [The  Secretary  may,  upon  application  of  a  conditionally  desig- 
nated entity,  extend  for  an  additional  period  of  not  to  exceed  12 
months  the  period  of  such  entity's  conditional  designation  if  the 
Secretary  determines  that  (A)  unusual  circumstances  exist  or  exist- 
ed which  prevent  such  entity  from  qualifying  for  designation  under 
subsection  (c)  within  24  months  of  such  entity's  conditional  desig- 
nation under  this  subsection,  (B)  such  extension  should  enable  such 
entity  to  qualify  for  designation  under  subsection  (c),  and  (C)  such 
extension  is  necessary  to  carry  out  the  purposes  of  this  title.  Each 
such  determination  shall  be  in  writing  and  shall  include  a  summa- 
ry of  the  reasons  for  it.  The  number  and  type  of  such  requirements 
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and  functions  shall,  during  the  period  of  conditional  designation,  be 
progressively  increased  as  the  entity  conditionally  designated  be- 
comes capable  of  added  responsibility  so  that,  by  the  end  of  such 
period,  the  agency  may  be  considered  for  designation  under  subsec- 
tion (c).] 

(3)  Any  agreement  under  which  any  entity  is  conditionally  desig- 
nated as  a  health  systems  agency  may  be  terminated  by  such 
entity  upon  ninety  days  notice  to  the  Secretarj^  or  by  the  Secretary 
upon  ninety  days  notice  to  such  entity  if  the  Secretary  determines, 
in  accordance  with  subsection  (c)(l)(BX  that  the  entity  is  not  comply- 
ing with  the  provisions  of  such  agreement. 

******* 

(c)(1)(A)  *  *  * 

(b)  Before  the  Secretary  may  terminate,  under  [subparagraph 
(a)(ii),  an  agreement  with  an  entity  for  designation]  subsection 
(h)(3)  or  subparagraph  (A)(ii)  of  this  paragraph,  an  agreement  with 
an  entity  for  conditional  designation  or  designation  as  the  health 
systems  agency  for  a  health  service  area,  the  Secretary  shall— 

(i)  consult  with  the  Governor  and  the  Statewide  Health  Co- 
ordinating Council  of  each  State  in  which  is  located  the  health 
service  area  respecting  the  proposed  termination, 

(ii)  give  the  entity  notice  of  the  intention  to  terminate  the 
agreement  and  in  the  notice  specify  with  particularity  (I)  the 
basis  for  the  determination  of  the  Secretary  that  the  entity  is 
not  in  compliance  with  the  agreement,  and  (II)  the  actions  that 
the  entity  should  take  to  come  into  compliance  with  the  agree- 
ment, and 

(iii)  provide  the  entity  with  a  reasonable  opportunity  for  a 
hearing,  before  an  officer  or  employee  of  the  Department  of 
Health,  Education,  and  Welfare  designated  for  such  purpose, 
on  the  matter  specified  in  the  notice. 

The  Secretary  may  not  terminate  such  an  agreement  before  con- 
sulting with  the  National  Council  on  Health  Planning  and  Develop- 
ment respecting  the  proposed  termination.  Before  the  Secretary 
may  permit  the  term  of  an  agreement  under  subsection  (b)  or  this 
subsection  to  expire  without  renewing  the  agreement,  the  Secretary 
shall  make  the  consultations  prescribed  by  clause  (i)  and  the  pre- 
ceding sentence,  give  the  entity  with  which  the  agreement  was 
made  notice  of  the  intention  not  to  renew  the  agreement  and  the 
reasons  for  not  renewing  the  agreement,  and  provide,  as  prescribed 
by  clause  (iii),  the  entity  an  opportunity  for  a  hearing  on  the 
matter  specified  in  the  notice. 

******* 

(3)(A)  *  *  * 

(B)  If  upon  a  review  under  section  1535  of  the  agency's  operation 
and  performance  of  its  functions  the  Secretary  determines  that  it 
has  not  fulfilled,  in  a  satisfactory  manner,  the  functions  of  a  health 
systems  agency  prescribed  by  section  1513  during  the  period  of  the 
agreement  to  be  renewed  or  does  not  continue  to  meet  the  require- 
ments of  section  1512(b),  he  may  terminate  such  agreement  or 
return  such  agency  to  a  conditionally  designated  status  under  sub- 
section (b)  [for  a  period  not  exceed  twelve  months].  [At  the  end 
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of  such  period,  the  Secretary  shall  either  terminate  the  agreement 
with  such  agency  or  enter  into  an  agreement  with  such  agency 
under  paragraph  The  Secretary  may  not  terminate  an  agree- 
ment or  return  an  agency  to  a  conditionally  designated  status 
unless  the  Secretary  has — 

(i)  provided  the  agency  with  notice  of  his  intent  to  return  it 
to  a  conditional  status  or  terminate  the  agreement  with  the 
agency  and  included  in  that  notice  specification  of  any  func- 
tions which  the  Secretary  has  determined  the  agency  did  not 
satisfactorily  fulfill  and  of  any  requirements  which  the  Secre- 
tary has  determined  the  agency  has  not  met; 

(ii)  provided  the  agency  with  a  reasonable  opportunity  for  a 
hearing,  before  an  officer  or  employee  of  the  Department  of 
Health,  Education,  and  Welfare  designated  for  such  purpose, 
on  the  action  proposed  to  be  taken  by  the  Secretary;  and 

(iii)  in  the  case  of  a  proposed  termination  of  an  agreement, 
consulted  with  the  National  Council  on  Health  Planning  and 
Development  respecting  the  termination. 

******* 

(d)  If  a  designation  agreement  under  subsection  (b)  or  (c)  of  a 
health  systems  agency  for  a  health  service  area  is  terminated 
before  the  date  prescribed  for  its  expiration  or  is  not  renewed,  the 
Secretary  shall,  upon  application  and  in  accordance  with  subsec- 
tion (b)  or  (c)  (as  the  Secretary  determines  approprate),  enter  into  a 
designation  agreement  with  [another]  an  entity  to  be  the  health 
systems  agency  for  such  area. 

PLANNING  GRANTS 

Sec.  1516.  (a)  *  *  * 

******* 

[(c)(1)  Except  as  provided  in  paragraph  (2),  the]  (c)  The  amount 
of  a  grant  under  subsection  (a)  to  a  health  systems  agency  designat- 
ed under  section  1515(c)  shall  be  the  greater  of  the  amount  deter- 
mined under  [subparagraph  (A),  (B),  (C)]  paragraph  (1),  (2),  or  (3) 
as  follows: 

[(A)]  (1)  The  amount  of  a  grant  to  a  health  systems  agency 
shall  be  the  lesser  of— 

[(i)]  (A)  the  product  of  $0.60  and  the  population  of  the 
health  service  area  for  which  the  agency  is  designated,  or 
[(ii)]  (B)  $3,750,000. 
[(B)(i)]  (2XA)  If  the  application  of  the  health  systems  agency 
for  such  grant  states  that  the  agency,  in  its  latest  fiscal  year 
ending  before  the  period  in  which  such  grant  will  be  available 
for  obligation,  collected  non-Federal  funds  meeting  the  require- 
ments of  [clause  (ii)]  subparagraph  (B)  for  the  purposes  for 
which  such  grant  may  be  made,  the  amount  of  such  grant  shall 
be  the  sum  of— 

[(I)]  (i)  the  amount  determined  under  subparagraph  (A) 
or  (C),  whichever  is  applicable,  and 

[(II)]  (ii)  the  lesser  of  the  amount  of  such  non-Federal 
funds  or  $200,000  or  the  product  of  $0.25  and  the  popula- 
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tion  of  the  health  service  area  for  which  the  agency  is  des- 
ignated, whichever  is  greater. 
[(ii)J  (B)  The  non-federal  funds  which  an  agency  may  use 
for  the  purpose  of  obtaining  a  grant  under  subsection  (a)  which 
is  computed  on  the  basis  of  the  formula  prescribed  by  [clause 
(i)]  subparagraph  (A)  shall  be  funds  which  are  not  paid  to  the 
agency  for  the  performance  of  particular  services  by  it  and 
which  are  otherwise  contributed  to  the  agency  v/ithout  condi- 
tions as  to  their  use  other  than  the  condition  that  the  funds 
shall  be  used  for  the  purposes  for  which  a  grant  made  under 
this  section  may  be  used. 

[(C)l  (3)  The  amount  of  a  grant  to  a  health  systems  agency 
may  not  be  less  than — 

[(i)3  (A)  in  the  case  of  a  grant  made  in  the  fiscal  year 
ending  September  30,  1979,  $175,000  and,  to  the  extent  ap- 
propriations are  specifically  made  after  October  1,  1979,  to 
provide  the  additional  amount  authorized  by  this  clause, 
an  amount  which  bears  the  same  ratio  to  $50,000  as  the 
number  of  days  beginning  in  the  period  beginning  on  Octo- 
ber 1,  1979,  and  ending  on  the  date  of  the  period  for  which 
the  grant  was  made  bears  to  365, 

[(ii)l  (B)  $225,000  in  the  case  of  a  grant  made  in  the 
fiscal  year  ending  September  30,  1980, 

[(iii)]  (C)  $245,000  in  the  case  of  a  a  grant  made  in  the 
fiscal  year  ending  September  30,  1981,  and 

[(iv)l  (D)  $100,000  in  the  case  of  a  grant  made  in  any 
succeeding  fiscal  year. 
[(2)  If  the  Secretary  determines,  after  review  of  the  budget  of  a 
health  systems  agency  and  after  consultation  with  the  State  health 
planning  and  development  agency  of  the  State  in  which  such 
agency  is  located,  that  the  amount  of  a  grant  which  is  to  be  made 
to  the  agency  in  accordance  with  paragraph  (1)  is  in  excess  of  the 
amount  needed  by  the  agency  to  adequately  perform  its  functions 
under  its  designation  agreement,  the  amount  of  the  grant  to  the 
agency  shall  be  such  amount  as  the  Secretary  determines  the 
agency  needs  for  the  performance  of  such  functions.] 

(d)(1)  For  the  purpose  of  making  payments  pursuant  to  grants 
made  under  subsection  (a),  there  are  authorized  to  be  appropriated 
$60,000,000  for  the  fiscal  year  ending  June  30,  1975,  $90,000,000  for 
the  fiscal  year  ending  June  30,  1976,  $125,000,000  each  for  the 
fiscal  years  ending  September  30,  1977,  and  September  30,  1978, 
$150,000,000  for  the  fiscal  year  ending  September  30,  1980,  and 
$165,000,000  for  the  fiscal  year  ending  September  30,  1981. 

(2)  Of  the  amount  appropriated  under  paragraph  (1)  for  any  fiscal 
year,  the  Secretary  may  use  not  more  than  5  per  centum,  of  such 
amoimt  to  increase  the  am.ount  of  grants  in  such  fiscal  year  to 
health  systems  agencies  under  subsection  (a)  to  assist  the  agencies 
in  meeting  extraordinary  expenses  (including  extraordinary  ex- 
penses resulting  from  an  agency's  health  service  area  being  located 
in  more  than  one  State  or  from  an  agency  serving  a  large  rural  or 
urban  medically  underser\'ed  population  or  a  geographically  large 
health  service  area)  which  would  not  be  covered  under  the  amount 
of  a  grant  that  would  be  available  to  an  agency  under  subsection 
(c)  and  in  improving  their  performance  as  a  result  of  the  develop- 
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ment  and  implementation  of  innovative  health  planning  tech- 
niques. 

(3)  Notwithstanding  subsection  [(c)(1),]  (c),  if  the  total  of  the 
amounts  appropriated  under  paragraph  (1)  for  any  fiscal  year  (re- 
duced by  the  amount  to  be  retained  by  the  Secretary  for  use  under 
paragraph  (2))  is  less  than  the  amount  required  to  make  grants  to 
each  health  systems  agency  designated  under  section  1515(c)  in  the 
amount  prescribed  for  such  agency  by  subsection  [(c)(1),  J  (c),  the 
Secretary  shall  make  a  pro  rata  reduction  in  the  amount  of  the 
grant  to  each  such  agency  as  follows: 

(A)  The  Secretary  shall  compute  the  amount  of  the  grant 
each  such  agency  would  be  entitled  to  receive  under  such  sub- 
section if  the  dollar  limit  prescribed  by  [subparagraph  (A)(ii)] 
paragraph  (1)(B)  of  such  subsection  did  not  apply. 

(B)  The  Secretary  shall  reduce  on  a  pro  rata  basis  the 
amount  of  the  grant  to  each  such  agency  computed  under  sub- 
paragraph (A)  of  this  paragraph  so  that  the  total  amount  of 
such  grants  equals  the  total  of  the  amounts  appropriated  for 
such  fiscal  year  (as  so  reduced),  except  that — 

(i)  the  amount  of  the  grant  to  any  such  agency  may  not 
exceed  $3,750,000, 

(ii)  to  the  extent  of  available  appropriations,  no  such 
agency  shall  receive  a  grant  in  an  amount  less  than  the 
amount  prescribed  by  [subparagraph  (C)]  paragraph  (3)  of 
subsection  [(c)(l)l  (c)  for  such  fiscal  year,  and 

(iii)  if  the  total  of  the  appropriations  for  the  fiscal  year 
ending  September  30,  1982,  for  such  grants — 

(I)  is  equal  to  or  greater  than  the  total  of  the  appro- 
priations for  such  grants  for  the  preceding  fiscal  year, 
no  such  agency  shall  receive  a  grant  in  an  amount  less 
than  the  amount  of  the  grant  it  received  in  such  pre- 
ceding fiscal  year  unless  the  population  of  the  area  for 
which  it  is  designated  has  decreased,  unless  the  level 
of  non-Federal  funds  on  which  its  grant  is  computed 
had  decreased,  or  unless  the  amount  available  for  its 
grant  is  decreased  because  of  an  increase  in  the  mini- 
mum grant  prescribed  by  subsection  [(c)(1)(C),]  (c)(3), 
or 

(II)  is  less  than  the  total  of  the  appropriations  for 
such  grants  for  the  preceding  fiscal  year,  no  such 

>i  agency  shall  receive  a  grant  in  an  amount  greater 

than  the  amount  of  the  grant  it  received  in  such  pre- 
ceding fiscal  year  unless  the  population  of  the  area  for 
which  it  is  designated  has  increased,  unless  the  level 
of  non-Federal  funds  on  which  its  grant  is  computed 
has  increased,  or  unless  the  amount  of  its  grant  is  in- 
creased under  subsection  [(c)(1)(C).]  (c)(3). 

Part  C — State  Health  Planning  and  Development 

designation  of  state  health  planning  and  development 

agencies 

Sec.  1521.  (a)  *  *  * 
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(b)(1)  *  *  * 
(2XA)  *  *  * 

[(B)  The  period  of  an  agreement  described  in  subparagraph  (A) 
shall  not  extend  beyond  the  period  set  forth  in  subsection  (d)(l)(3). 
Daring  such  period  the  Secretary  may  require  that  the  designated 
State  Agency  perform  only  such  of  the  functions  of  a  State  Agency 
prescribed  by  section  1523  as  he  determines  it  is  capable  of  per- 
forming. The  number  and  type  of  such  functions  shall,  during  such 
period,  be  progressively  increased  as  the  designated  State  Agency 
becomes  capable  of  added  responsibility,  so  that  by  the  end  of  such 
period  the  designated  State  Agency  may  be  considered  for  designa- 
tion under  paragraph  (3).  3 

[(C)]  (B)  Any  agreement  with  a  Governor  of  a  State  entered 
into  under  subparagraph  (A)  may  be  terminated  by  the  Governor 
upon  ninety  days'  notice  to  the  Secretary  or  by  the  Secretary  upon 
ninety  days'  notice  to  the  Governor  if  the  Secretary  detemines,  in 
accordance  with  paragraph  (SXB)y  that  the  State  Agency  is  not  com- 
plying with  the  provisions  of  such  agreement 

(3)  (A)  *  *  * 

(B)  Before  the  Secretary  may  terminate  an  agTeement  with  a  des- 
ignated State  Ageny  under  [subparagraph  (A)(ii),]  subparagraph 
(2XC)  or  subparagraph  (A)(ii)  of  this  paragraph,  the  Secretary  shall — 

(i)  consult  with  the  Statewide  Health  Coordinating  Council  of 
the  State  for  which  the  State  Agency  is  designated  respecting 
the  proposed  termination, 

(ii)  give  the  State  Agency  notice  of  the  intention  to  terminate 
the  agreement  and  in  the  notice  specify  with  particularity  (I) 
the  basis  for  the  determination  of  the  Secretary  that  the  State 
Agency  is  not  in  compliance  with  the  agreement,  and  (II)  the 
actions  that  the  State  Agency  should  take  to  come  into  compli- 
ance with  the  agreement,  and 

(iii)  provide  the  State  Agency  with  a  reasonable  opportunity 
for  a  hearing,  before  an  officer  or  employee  of  the  Department 
of  Health,  Education,  and  Welfare  designated  for  such  purpose, 
on  the  matter  specified  in  the  notice. 

The  Secretary  may  not  terminate  such  an  agreement  before  con- 
sulting with  the  National  Council  on  Health  Planning  and  Develop- 
ment respecting  the  proposed  termination.  Before  the  Secretary 
may  permit  the  term  of  an  agreement  under  paragraph  (2)  or  this 
paragraph  to  expire  without  renewing  the  agreement,  the  Secre- 
tary shall  make  the  consultations  prescribed  by  clause  (i)  and  the 
preceding  sentence,  give  the  State  Agency  with  which  the  agree- 
ment was  made  notice  of  the  intention  not  to  renew  the  agreement 
and  the  reasons  for  not  renewing  the  agreement,  and  provide,  as 
prescribed  by  clause  (iii),  the  State  Agency  an  opportunity  for  a 
hearing  on  the  matter  specified  in  the  notice. 

(4)  (A)  *  *  * 

(B)  If  upon  a  review  under  section  1535  of  the  State  Agency's  op- 
eration and  performance  of  its  functions,  the  Secretary  determines 
that  it  has  not  fulfilled,  in  a  satisfactory  manner,  the  responsibil- 
ities of  a  State  Agency  during  the  period  of  the  agreement  to  be 
renewed  or  if  the  applicable  State  administrative  program  does  not 
continue  to  meet  the  requirements  of  section  1522,  he  may  termi- 
nate such  agreement  or  return  the  State  Agency  to  a  conditionally 
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designated  status  under  paragraph  (2)  of  subsection  Ob)  [for  a 
period  not  to  exceed  twelve  months.].  [At  the  end  of  such  period, 
the  Secretary  shall  either  terminate  its  agreement  with  such  State 
Agency  or  enter  into  an  agreement  with  such  State  Agency  under 
paragraph  (3)  of  subsection  (b).]  The  Secretary  may  not  terminate 
an  agreement  or  return  a  State  Agency  to  a  conditionally  designat- 
ed status  unless  the  Secretary  has — 

(i)  provided  the  State  Agency  with  notice  of  his  intent  to 
return  it  to  a  conditional  status  or  terminate  the  agreement 
with  it  and  included  in  that  notice  specification  of  any  func- 
tions which  the  Secretary  has  determined  the  State  Agency  did 
not  satisfactorily  fulfill  and  of  any  requirements  which  the 
Secretary  has  determined  it  has  not  met; 

(ii)  provided  the  State  Agency  with  a  reasonable  opportunity 
for  a  hearing,  before  an  officer  or  employee  of  the  Department 
of  Health,  Education,  and  Welfare  designated  for  such  purpose, 
on  the  action  proposed  to  be  taken  by  the  Secretary;  and 

(iii)  in  the  case  of  a  proposed  termination,  consulted  with  the 
National  Council  on  Health  Planning  and  Development  re- 
specting the  termination. 

******* 

[(d)(1)  If  an  agreement  under  subsection  (b)(3)  for  the  designation 
of  a  State  Agency  for  a  State  is  not  in  effect  upon  the  expiration 
of— 

[(A)  the  fourth  fiscal  year  which  begins  after  the  calendar 
year  in  which  the  National  Health  Planning  and  Resources  De- 
velopment Act  of  1974  is  enacted;  or 

[(B)(i)  if  the  legislature  of  the  State  is  in  a  regular  session 
on  the  date  of  the  enactment  of  the  Health  Programs  Exten- 
sion Act  of  1980  and  the  legislature  will  be  in  session  for  at 
least  twelve  months  from  such  date,  twenty-four  months  from 
such  date,  or 

[(ii)  if  the  legislature  of  the  State  is  in  session  on  the  date  of 
enactment  but  twelve  months  do  not  remain  in  such  session 
after  such  date  or  if  the  legislature  of  the  State  is  not  in  ses- 
sion on  such  date,  twenty-four  months  after  the  beginning  of 
the  first  regular  session  of  the  legislature  beginning  after  such 
date, 

whichever  occurs  later,  the  Secretary  shall  take  the  action  pre- 
scribed by  paragraph  (2). 

[(2)  If  upon  the  expiration  of  the  period  applicable  under  para- 
graph (1)  an  agreement  is  not  in  effect  for  the  designation  of  a 
State  Agency  for  a  State,  the  Secretary  shall  until  such  an  agree- 
ment is  in  effect  take  the  following  action: 

[(A)  During  the  first  twelve  months  after  the  date  of  the  ex- 
piration of  the  applicable  period,  the  Secretary  shall  reduce  by 
25  percent  the  amount  of  each  allotment,  grant,  loan,  loan,  and 
loan  guarantee  made  to  and  each  contract  entered  into  with  an 
individual  or  entity  in  such  State  during  such  period  under 
this  Act  or  the  Comprehensive  Alcohol  Abuse  and  Alcoholism 
Prevention,  Treatment,  and  Rehabilitation  Act  of  1970. 
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[(B)  During  the  second  twelve  months  after  such  expiration 
date,  the  Secretary  shall  reduce  by  50  percent  the  amount  of 
each  such  allotment,  grant,  loan,  loan  guarantee,  and  contract. 

[(C)  During  the  third  twelve  months  after  such  expiration 
date,  the  Secretary  shall  reduce  by  75  percent  the  amount  of 
each  such  allotment,  grant,  loan,  loan  guarantee,  and  contract. 

[(D)  After  the  expiration  of  thirty-six  months  after  such  ex- 
piration date,  the  Secretary  may  not  make  or  enter  into  any 
such  allotment,  grant,  loan,  loan  guarantee,  and  contract.] 

******* 

STATE  HEALTH  PLANNING  AND  DEVELOPMENT  FUNCTIONS 

Sec.  1523.  (a)  Each  State  Agency  of  a  State  designated  under  sec- 
tion 1521(b)(3)  shall,  except  as  authorized  under  subsection  (b),  per- 
form within  the  State  the  following  functions: 
dXA)  *  *  * 

******* 

(4)(A)  Serve  as  the  designated  planning  agency  of  the  State 
for  the  purposes  of  section  1122  of  the  Social  Security  Act  if 
the  State  has  made  an  agreement  pursuant  to  such  section, 
and  (B)  administer  a  State  certificate  of  need  program  which 
applies  to  the  obligation  of  capital  expenditures  within  the 
State  and  the  offering  within  the  State  of  new  institutional 
health  services  and  the  acquisition  of  major  medical  equipment 
and  which  is  consistent  with  standards  established  by  the  Sec- 
retary by  regulation.  A  certificate  of  need  program  shall  pro- 
vide for  procedures  and  penalties  to  enforce  the  requirements 
of  the  program.  The  State  Agency  of  a  State  may  establish  a 
system  describing  the  extent  to  which  and  the  manner  in  which 
health  systems  agencies  may  review  applications  for  certificates 
of  need.  Under  such  system  applications  for  certificates  of  need 
which  are  of  the  same  or  similar  type  shall  be  reviewed  in  the 
same  manner.  In  performing  its  functions  under  this  paragraph 
the  State  Agency  shall  consider  recommendations  made  by 
health  systems  agencies  under  section  1513(f). 

******* 

(6)  Review,  to  the  extent  feasible  and  on  a  periodic  basis  (but 
not  less  often  than  every  five  years)  at  least  those  institutional 
and  home  health  services  which  are  offered  in  the  State  and 
with  respect  to  which  goals  have  been  established  in  the  State 
health  plan  and,  after  consideration  of  recommendations  sub- 
mitted by  health  systems  agencies  under  section  1513(g)  re- 
specting the  appropriateness  of  such  services,  make  public  its 
findings.  In  making  the  appropriateness  reviev/  required  by 
this  paragraph  of  a  health  service,  the  State  Agency  shall  at 
least  consider  the  need  for  the  service,  its  accessibility  and 
availability,  financial  viability,  cost  effectiveness,  and  the  qual- 
ity of  service  provided. 


16 


Part  D — General  Provisions 
definitions 

Sec.  1531.  Except  as  otherwise  provided,  for  purposes  of  this  title: 

*  *  * 

******* 

(3)  The  term  ''provider  of  health  care"  means  an  individual — 

(A)  *  *  * 

******* 

(C)  who  receives  (either  directly  or  through  the  individual's 
spouse)  more  than  one-fifth  of  his  gross  annual  income  from 
any  one  or  combination  of — 

(i)  fees  or  other  compensation  for  research  into  or  in- 
struction in  the  provision  of  health  care, 

(ii)  entities  engaged  in  the  provision  of  health  care  or  in 
research  or  instruction  in  the  provision  of  health  care, 

(iii)  producing  or  supplying  drugs  or  other  articles  for  in- 
dividuals or  entities  for  use  in  the  provision  of  or  in  re- 
search into  or  instruction  in  the  provision  of  health  care, 
or 

(iv)  entities  engaged  in  producing  drugs  or  such  other  ar- 
ticles; or 

(D)  who  is  the  member  of  the  immediate  family  of  an  individ- 
ual described  in  subparagraph  (A),  (B),  or  (C)[;  orj 

[(E)  who  is  engaged  in  issuing  any  policy  or  contract  of  indi- 
vidual or  group  health  insurance  or  hospital  or  medical  service 
benefits.  3 

Notwithstanding  subparagraph  (B),  an  individual  shall  not  be  con- 
sidered a  provider  of  health  care  solely  because  the  individual  is 
the  member  of  the  governing  board  of  one  or  more  entities  de- 
scribed in  clause  (ii)  or  (iv)  of  subparagraph  (C). 

(5)  The  term  ''institutional  health  services"  means  health  serv- 
ices which  (A)  are  provided  through  private  and  public  hospitals, 
rehabilitation  facilities,  nursing  homes,  and  other  health  care  fa- 
cilities, as  deiined  by  the  Secretary  by  regulation,  and  (B)  entail 
annual  operating  costs  of  at  least  the  expenditure  minimum.  For 
purposes  of  this  paragraph,  the  term  "expenditure  minimum" 
means  [$250,0003  $500,000  for  the  twelve-month  period  beginning 
with  the  month  in  which  this  paragraph  is  enacted  and  for  each 
twelve-month  period  thereafter,  [$250,0003  $500,000  or,  at  the  dis- 
cretion of  the  State,  the  figure  in  effect  for  the  preceding  twelve- 
month period,  adjusted  to  reflect  the  change  in  the  preceding 
twelve-month  period  in  an  index  designated  by  the  Secretary  by 
regulation  for  purposes  of  making  such  adjustment. 

(6)  For  purposes  of  sections  1523  and  1527,  the  term  "capital  ex- 
penditure" means  an  expenditure — 

(A)  made  by  or  on  behalf  of  a  health  care  facility  (as  such  a 
facility  is  defined  in  regulations  prescribed  under  paragraph 
(5));  and 
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(BXi)  which  (I)  under  generally  accepting  accounting  princi- 
ples is  not  properly  chargeable  as  an  expense  of  operation  and 
maintenance,  or  (II)  is  made  to  obtain  by  lease  or  comparable 
arrangement  any  facility  or  part  thereof  or  any  equipment  for 
a  facility  or  part;  and 

(ii)  which  (I)  exceeds  the  expenditure  minimum,  (II)  substan- 
tially changes  the  bed  capacity  of  the  facility  with  respect  to 
which  the  expenditure  is  made,  or  (III)  substantially  changes 
the  services  of  such  facility. 
For  purposes  of  subparagraph  (B)(ii)(I),  the  cost  of  any  studies,  sur- 
veys, designs,  plans,  working  drawings,  specifications,  and  other  ac- 
tivities essential  to  the  acquisition,  improvement,  expansion,  or  re- 
placement of  any  plant  or  equipment  with  respect  to  which  an  ex- 
penditure described  in  subparagraph  (B)(i)  is  made  shall  be  includ- 
ed in  determining  if  such  expenditure  exceeds  the  expenditure  min- 
imum. Donations  of  equipment  or  facilities  to  a  health  care  facility 
which  if  acquired  directly  by  such  facility  would  be  subject  to 
review  under  section  1527  shall  be  considered  capital  expenditures 
for  purposes  of  sections  1523  and  1527,  and  a  transfer  of  equipment 
or  facilities  for  less  than  fair  market  value  shall  be  considered  a 
capital  expenditure  for  purposes  of  such  sections  if  a  transfer  of  the 
equipment  or  facilities  at  fair  market  value  would  be  subject  to 
review  under  section  1527.  For  purposes  of  this  paragraph,  the 
term  ''expenditure  minimum"  means  [$600,000]  $1,000,000  for  the 
twelve-month  period  beginning  with  the  month  in  which  this  para- 
graph is  enacted  and  for  each  twelve-month  period  thereafter, 
[$600,000]  $1,000,000  or,  at  the  discretion  of  the  State,  the  figure 
in  effect  for  the  preceding  twelve-month  period,  adjusted  to  reflect 
the  change  in  the  preceding  twelve-month  period  in  an  index  main- 
tained or  developed  by  the  Department  of  Commerce  and  designat- 
ed by  the  Secretary  by  regulation  for  purposes  of  making  such  ad- 
justment. 

(7)  For  purposes  of  sections  1523  and  1527,  the  term  ''major  medi- 
cal equipment"  means  medical  equipment  which  is  used  for  the 
provision  of  medical  and  other  health  services  and  which  costs  in 
excess  of  [$400,000,]  $500,000,  except  that  such  term  does  not  in- 
clude medical  equipment  acquired  by  or  on  behalf  of  a  clinical  labo- 
ratory to  provide  clinical  laboratory  services  if  the  clinical  labora- 
tory is  independent  of  a  physician's  office  and  a  hospital  and  it  has 
been  determined  under  this  title  XVIII  of  the  Social  Security  Act 
to  meet  the  requirements  of  paragraphs  (10)  and  (11)  of  section 
1861(s)  of  such  Act.  In  determining  whether  medical  equipment  has 
a  value  in  excess  of  [$400,000,]  $500,000,  the  value  of  studies,  sur- 
veys, designs,  plans,  working  drawings,  specifications,  and  other  ac- 
tivities, essential  to  the  acquisition  of  such  equipment  shall  be  in- 
cluded. 

******* 

SPECIAL  PROVISIONS  FOR  CERTAIN  STATES  AND  TERRITORIES 

Sec.  1536.  (a)  Upon  application  of  the  chief  executive  officer  of  a 
State  or  the  Commonwealth  of  Puerto  Rico,  the  Virgin  Islands, 
Guam,  the  Trust  Territory  of  the  Pacific  Islands,  the  Northern 
Mariana  Islands,  or  America  Samoa,  it  shall,  upon  approval  of  the 
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application,  be  considered  to  be  a  State  for  purposes  of  this  title 
and — 

(1)  no  health  service  area  shall  be  established  within  it, 

(2)  no  health  system  agency  shall  be  designated  for  it, 

(3)  the  State  Agency  designated  for  it  under  section  1521 
may,  in  addition  to  the  functions  prescribed  by  section  1523, 
perform  the  functions  prescribed  by  section  1513  and  shall  be 
eligible  to  receive  grants  authorized  by  section  1640,  and 

(4)  the  chief  executive  officer  shall  appoint  the  Statewide 
Health  Coordinating  Council  prescribed  by  section  1524  in  ac- 
cordance with  regulations  of  the  Secretary. 

An  application  made  under  this  section  for  a  fiscal  year  shall  be 
made  not  later  than  November  1  in  that  fiscal  year  and  shall  con- 
tain the  certification  of  the  chief  executive  officer  that  the  State  is 
willing  and  able  to  meet  the  purposes  of  this  title  in  such  fiscal 
year  without  any  health  systems  agency  in  the  State. 

(h)(1)  Upon  application  of  a  State  which  has  had  an  application 
approved  under  subsection  (a),  the  Secretary  shall  reestablish  in  ac- 
cordance with  paragraph  (2)  the  health  service  areas  within  the 
State  and  designate  health  systems  agencies  for  such  areas  in  ac- 
cordance with  section  1515. 

(2)  The  health  service  areas  in  a  State  making  such  an  application 
which  were  in  existence  on  the  date  the  application  under  section  (a) 
was  approved  shall  be  reestablished  by  order  of  the  Secretary,  except 
that  if  the  application  under  this  subsection  requests  the  Secretary  to 
designate  different  health  service  areas,  the  Secretary  shall  designate, 
in  accordance  with  section  1511,  different  health  service  areas  for  the 
State. 

[authorizations  for  fiscal  year  1982 

[Sec.  1537.  For  grants  and  contracts  under  sections  1516(a), 
1525(a),  and  1534(a)  there  is  authorized  to  be  appropriated 
$102,000,000  for  fiscal  year  1982.  Of  the  amount  appropriated 
under  this  section,  not  more  than  $65,000,000  may  be  used  for 
grants  under  section  1516(a).  J 

A  UTHORIZA  TIONS 

Sec.  1537.  The  following  amounts  are  authorized  to  be  appropri- 
ated: 

(1)  For  grants  and  contracts  under  section  1516(a),  there  are 
authorized  to  be  appropriated  $42,000,000  for  fiscal  year  1986. 

(2)  For  grants  and  contracts  under  section  1525(a),  there  are 
authorized  to  be  appropriated  $21,400,000  for  fiscal  year  1986. 

(3)  For  grants  and  contracts  under  section  1534(a),  there  are 
authorized  to  be  appropriated  $1,500,000  for  fiscal  year  1986. 

[Effective  October  1,  1986,  title  XV  of  the  Public  Health  Service 
Act  is  repealed:] 
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[TITLE  XV— NATIONAL  HEALTH  PLANNING  AND 
DEVELOPMENT 

[Part  A— National  Guidelines  for  Health  Planning 

[national  guidelines  for  health  planning 

[Sec.  1501.  (a)  The  Secretary  shall,  within  eighteen  months  after 
the  date  of  the  enactment  of  this  title,  by  regulation  issue  guide- 
lines concerning  national  health  planning  policy.  Regulations 
under  this  subsection  shall  be  promulgated  in  accordance  with  sec- 
tion 553  of  title  5,  United  States  Code. 

[(b)  The  Secretary  shall  include  in  the  guidelines  issued  under 
subsection  (a)  the  following: 

[(1)  Standards  respecting  the  appropriate  supply,  distribu- 
tion, and  organization  of  health  resources.  Such  standards 
shall  reflect  the  unique  circumstances  and  needs  of  medically 
underserved  populations  including  those  in  isolated  rural  com- 
munities. 

[(2)  A  statement  of  national  health  planning  goals  developed 
after  consideration  of  the  priorities,  set  forth  in  section  1502, 
which  goals,  to  the  maximum  extent  practicable,  shall  be  ex- 
pressed in  quantitative  terms. 

[(c)  At  least  45  days  before  the  initial  publication  of  a  regulation 
proposing  a  guideline  under  subsection  (a)  or  a  revision  under  sub- 
section (d)  of  such  guidelines,  the  Secretary  shall,  with  respect  to 
such  proposed  guideline  or  revision,  consult  with  and  solicit  recom- 
mendations and  comments  from  the  health  systems  agencies  desig- 
nated under  part  B,  the  State  health  planning  and  development 
agencies  designated  under  part  C,  the  Statewide  Health  Coordinat- 
ing Councils  established  under  part  C,  associations  and  specialty  so- 
cieties representing  medical  and  other  health  care  providers,  and 
the  National  Council  on  Health  Planning  and  Development  estab- 
lished by  section  1503. 

[(d)  The  Secretary  shall,  on  an  annual  basis,  review  the  stand- 
ards and  goals  included  in  the  guidelines  issued  under  subsection 
(a).  In  conducting  such  a  review,  the  Secretary  shall  review  the 
health  systems  plans  and  annual  implementation  plans  of  health 
systems  agencies  and  State  health  plans.  If  the  Secretary  proposes 
to  revise  a  guideline  issued  under  subsection  (a),  he  shall  make 
such  revision  by  regulations  promulgated  in  accordance  with  sec- 
tion 553  of  title  5,  United  States  Code. 

[(e)(1)  The  Secretary  may  collect  data  to  determine  whether  the 
health  care  delivery  systems  meet  or  are  changing  to  meet  the 
goals  included  in  health  systems  plans  under  section  1513(b)(2)  and 
State  health  plans  under  section  1524  and  to  determine  the  person- 
nel, facilities,  and  other  resources  needed  to  meet  such  goals.  The 
Secretary  shall  prescribe  (A)  the  manner  in  which  such  data  shall 
be  assembled  and  reported  to  the  Secretary  by  health  systems 
agencies,  State  health  planning  and  development  agencies,  and 
other  entities,  and  (B)  the  definitions  which  shall  be  used  by  such 
agencies  and  entities  in  assembling  and  reporting  such  data, 

[(2)  The  Secretary  shall  from  the  data  collected  under  paragraph 
(1)  periodically  make  public  a  (A)  statement  of  the  relationship  be- 
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tween  the  goals  contained  in  the  health  systems  plans  and  the 
State  health  plans  and  the  status  of  the  supply,  distribution,  and 
organization  of  health  resources  with  respect  to  which  such  goals 
were  established,  and  (B)  summary  of  changes  (either  through  addi- 
tions or  reductions)  in  resources  needed  to  meet  such  goals. 

[national  health  priorities 

[Sec.  1502.  (a)  The  Congress  finds  that  the  following  deserve  pri- 
ority consideration  in  the  formulation  of  national  health  planning 
goals  and  in  the  development  and  operation  of  Federal,  State  and 
area  health  planning  and  resources  development  programs: 

[(1)  The  provision  of  primary  care  services  for  medically  un- 
derserved  populations,  especially  those  which  are  located  in 
rural  or  economically  depressed  areas. 

[(2)  The  development  of  multi-institutional  systems  for  co- 
ordination or  consolidation  of  institutional  health  services  (in- 
cluding obstetric,  pediatric,  emergency  medical,  intensive  and 
coronary  care,  and  radiation  therapy  services). 

[(3)  The  development  of  medical  group  practices  (especially 
those  whose  services  are  appropriately  coordinated  or  integrat- 
ed with  institutional  health  services),  health  maintenance  or- 
ganizations, and  other  organized  systems  for  the  provision  of 
health  care. 

[(4)  The  training  and  increased  utilization  of  physician  as- 
sistants, especially  nurse  clinicians. 

[(5)  The  development  of  multi-institutional  arrangements 
for  the  sharing  of  support  services  necessary  to  all  health  serv- 
ice institutions. 

[(6)  The  promotion  of  activities  to  achieve  needed  improve- 
ments in  the  quality  of  health  services,  including  needs  identi- 
fied by  the  review  activities  of  Professional  Standards  Review 
Organizations  under  part  B  of  title  XI  of  the  Socal  Security 
Act. 

[(7)  The  development  by  health  service  institutions  of  the 
capacity  to  provide  various  levels  of  care  (including  intensive 
care,  acute  general  care,  and  extended  care)  on  a  geographical- 
ly integrated  basis. 

[(8)  The  promotion  of  activities  for  the  prevention  of  disease, 
including  studies  of  nutritional  and  environmental  factors  af- 
fecting health  and  the  provision  of  preventive  health  care  serv- 
ices. 

[(9)  The  adoption  of  uniform  cost  accounting,  simplified  re- 
imbursement, and  utilization  reporting  systems  and  improved 
management  procedures  for  health  service  institutions  and  the 
development  and  use  of  cost  saving  technology. 

[(10)  The  development  of  effective  methods  of  educating  the 
general  public  concerning  proper  personal  (including  preven- 
tive) health  care  and  methods  for  effective  use  of  available 
health  service. 

[(11)  The  promotion  of  an  effective  energy  conservation  and 
fuel  efficiency  program  for  health  service  institutions  to  reduce 
the  rate  of  growth  of  demand  for  energy. 
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[(12)  The  identification  and  discontinuance  of  duplicative  or 
unneeded  services  and  facilities. 

[(13)  The  adoption  of  policies  which  will  (A)  contain  the  rap- 
idly rising  costs  of  health  care  delivery,  (B)  insure  more  appro- 
priate use  of  health  care  services,  and  (C)  promote  greater  effi- 
ciency in  the  health  care  delivery  system, 

[(14)  The  elimination  of  inappropriate  placement  in  institu- 
tions of  persons  with  mental  health  problems  and  the  improve- 
ment of  the  quality  of  care  provided  those  with  mental  health 
problems  for  whom  institutional  care  is  appropriate. 

[(15)  Assurance  of  access  to  community  mental  health  cen- 
ters and  other  mental  health  care  providers  for  needed  mental 
health  services  to  emphasize  the  provision  of  outpatient  as  a 
preferable  alternative  to  inpatient  mental  health  services. 

[(16)  The  promotion  of  those  health  services  which  are  pro- 
vided in  a  manner  cognizant  of  the  emotional  and  psychologi- 
cal components  of  the  prevention  and  treatment  of  illness  and 
the  maintenance  of  health. 

[(17)  The  strengthening  of  competitive  forces  in  the  health 
services  industry  wherever  competition  and  consumer  choice 
can  constructively  serve,  in  accordance  with  subsection  (b),  to 
advance  the  purposes  of  quality  assurance,  cost  effectiveness, 
and  access. 

[(b)(1)  The  Congress  finds  that  the  effect  of  competition  on  deci- 
sions of  providers  respecting  the  supply  of  health  services  and  fa- 
cilities is  diminished.  The  primary  source  of  the  lessening  of  such 
effect  is  the  prevailing  methods  of  paying  for  health  services  by 
public  and  private  health  insurers,  particularly  for  inpatient 
health  services  and  other  institutional  health  services.  As  a  result, 
there  is  duplication  and  excess  supply  of  certain  health  services 
and  fr'cilities,  particularly  in  the  case  of  inpatient  health  services. 

[(2)  For  health  services,  such  as  inpatient  health  services  and 
other  institutional  health  services,  for  which  competition  does  not 
or  will  not  appropriately  allocate  supply  consistent  with  health  sys- 
tems plans  and  State  health  plans,  health  systems  agencies  and 
State  health  planning  and  development  agencies  should  in  the  ex- 
ercise of  their  functions  under  this  title  take  actions  (where  appro- 
priate to  advance  the  purposes  of  quality  assurance,  cost  effective- 
ness, and  access  and  the  other  purposes  of  this  title)  to  allocate  the 
supply  of  such  services. 

[(3)  For  the  health  services  for  which  competition  appropriately 
allocates  supply  consistent  with  health  systems  plans  and  State 
health  plans,  health  systems  agencies  and  State  health  planning 
and  development  agencies  should  in  the  performance  of  their  func- 
tions under  this  title  give  priority  (where  appropriate  to  advance 
the  purposes  of  quality  assurance,  cost  effectiveness,  and  access)  to 
actions  which  would  strengthen  the  effect  of  competition  on  the 
supply  of  such  services. 

[national  council  on  health  planning  and  development 

[Sec.  1503.  (a)  There  is  established  in  the  Department  of  Health, 
Education,  and  Welfare  an  advisory  council  to  be  known  as  the  Na- 
tional Council  on  Health  Planning  and  Development  (hereinafter 
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in  this  section  referred  to  as  the  "Council").  The  Council  shall 
advise,  consult  with,  and  make  recommendations  to,  the  Secretary 
with  respect  to  (1)  the  development  of  national  guidelines  under 
section  1501,  (2)  the  implementation  and  administration  of  this  title 
and  title  XVI,  and  (3)  an  evaluation  of  the  implications  of  new 
medical  technology  for  the  organization,  delivery,  and  equitable 
distribution  of  health  care  services. 

[(b)(1)  The  Council  shall  be  composed  of  twenty  members.  The 
Chief  Medical  Director  of  the  Veterans'  Administration,  the  Assist- 
ant Secretary  for  Health  and  Environment  of  the  Department  of 
Defense,  the  Assistant  Secretary  for  Rural  Development  of  the  De- 
partment of  Agriculture,  and  the  Assistant  Secretary  for  Health  of 
the  Department  of  Health,  Education,  and  Welfare  shall  be  nonvot- 
ing ex  officio  members  of  the  Council.  The  remaining  members 
shall  be  appointed  by  the  Secretary  and  shall  be  persons  who,  as  a 
result  of  their  training,  experience,  or  attainments,  are  exception- 
ally well  qualified  to  assist  in  carrying  out  the  functions  of  the 
Council.  Of  the  voting  members,  not  less  than  eight  members  shall 
be  persons  who  are  not  providers  of  health  care  and  those  members 
shall  include  individuals  who  represent  urban  and  rural  medically 
underserved  populations,  not  more  than  three  shall  be  officers  or 
employees  of  the  Federal  Government,  not  less  than  one  member 
shall  represent  hospitals,  not  less  than  three  shall  be  members  of 
governing  bodies  of  health  systems  agencies  designated  under  part 
B,  and  not  less  than  three  shall  be  members  of  Statewide  Health 
Coordinating  Councils  established  under  section  1524.  The  two 
major  political  parties  shall  have  equal  representation  among  the 
voting  members  on  the  Council. 

[(2)  The  term  of  office  of  voting  members  of  the  Council  shall  be 
six  years,  except  that — 

[(A)  of  the  members  first  appointed  to  the  Council,  four 
shall  be  appointed  for  terms  of  two  years  and  four  shall  be  ap- 
pointed for  terms  of  four  years,  as  designated  by  the  Secretary 
at  the  time  of  appointment;  and 

[(B)  any  member  appointed  to  fill  a  vacancy  occurring  prior 
to  the  expiration  of  the  term  for  which  his  predecessor  was  ap- 
pointed shall  be  appointed  only  for  the  remainder  of  such 
term. 

A  member  may  serve  after  the  expiration  of  his  term  until  his  suc- 
cessor has  taken  office. 

[(3)  The  chairman  of  the  Council  shall  be  selected  by  the  voting 
members  from  among  their  number.  The  term  of  office  of  the 
chairman  of  the  Council  shall  be  the  lesser  of  three  years  or  the 
period  remaining  in  his  term  of  office  as  a  member  of  the  Council. 

[(c)(1)  Except  as  provided  in  paragraph  (2),  the  members  of  the 
Council  shall  each  be  entitled  to  receive  the  daily  equivalent  of  the 
annual  rate  of  basic  pay  in  effect  for  grade  GS-18  of  the  General 
Schedule  for  each  day  (including  traveltime)  during  which  they  are 
engaged  in  the  actual  performance  of  duties  vested  in  the  Council. 

[(2)  Members  of  the  Council  who  are  full-time  officers  or  employ- 
ees of  the  United  States  shall  receive  no  additional  pay  on  account 
of  their  services  on  the  Council. 

[(3)  While  away  from  their  homes  or  regular  places  of  business 
in  the  performance  of  services  for  the  Council,  members  of  the 
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Council  shall  be  allowed  travel  expenses,  including  per  diem  in  lieu 
of  subsistence,  in  the  same  manner  as  persons  employed  intermit- 
tently in  the  Governm-ent  service  are  allowed  expenses  under  sec- 
tion 5703  of  title  5,  United  States  Code. 

[(d)  The  Council  may  appoint,  fix  the  pay  of,  and  prescribe  the 
functions  of  such  personnel  as  are  necessary  to  carry  out  its  func- 
tions. In  addition,  the  Council  may  procure  the  services  of  experts 
and  consultants  as  authorized  by  section  3109  of  title  5,  United 
States  Code,  but  without  regard  to  the  last  sentence  of  such  sec- 
tion. 

[(e)  The  provisions  of  section  14(a)  of  the  Federal  Advisory  Com- 
mittee Act  shall  not  apply  with  respect  to  the  Council. 

[Part  B — Health  Systems  Agencies 

HEALTH  service  AREAS 

[Sec.  1511.  (a)  Except  as  provided  in  section  1536,  there  shall  be 
established,  in  accordance  with  this  section,  health  service  areas 
throughout  the  United  States  with  respect  to  which  health  systems 
agencies  shall  be  designated  under  secton  1515.  Each  health  service 
area  shall  meet  the  following  requirements: 

[(1)  The  area  shall  be  a  geographic  region  appropriate  for 
the  effective  planning  and  development  of  health  services,  de- 
termined on  the  basis  of  factors  including  population  and  the 
availability  of  resources  to  provide  all  necessary  health  serv- 
ices for  residents  of  the  area. 

[(2)  To  the  extent  practicable,  the  area  shall  include  at  least 
one  center  for  the  provision  of  highly  specialized  health  serv- 
ices. 

[(3)  The  area,  upon  its  establishment,  shall  have  a  popula- 
tion of  not  less  than  five  hundred  thousand  or  more  than  three 
million;  except  that — 

[(A)  the  population  of  an  area  may  be  more  than  three 
million  if  the  area  includes  a  standard  metropolitan  statis- 
tical area  (as  determined  by  the  Office  of  Management  and 
Budget)  with  a  population  of  more  than  three  million,  and 
[(B)  the  population  of  any  area  may— 

[(i)  be  less  than  five  hundred  thousand  if  the  area 
comprises  an  entire  State  which  has  a  population  of 
less  than  five  hundred  thousand,  or 
[(ii)  be  less  than — 

[(I)  five  hundred  thousand  (but  not  less  than 
two  hundred  thousand)  in  unusual  circumstances 
(as  determined  by  the  Secretary),  or 

[(II)  two  hundred  thousand  in  highly  unusual 
circumstances  (as  determined  by  the  Secretary),  if 
the  Governor  of  each  State  in  which  the  area  is  lo- 
cated determines,  with  the  approval  of  the  Secre- 
tary, that  the'  area  meets  the  other  requirements 
of  this  subsection. 
[(4)  To  the  maximum  extent  feasible,  the  boundaries  of  the 
area  shall  be  appropriately  coordinated  with  the  boundaries  of 
the  areas  designated  under  section  1152  of  the  Social  Security 
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Act  for  Professional  Standards  Review  Organizations,  existing 
regional  planning  areas,  and  State  planning  and  administra- 
tive areas. 

The  boundaries  of  a  health  service  area  shall  be  established  so 
that,  in  the  planning  and  development  of  health  services  to  be  of- 
fered within  the  health  service  area,  any  economic  or  geographic 
barrier  to  the  receipt  of  such  services  in  nonmetropolitan  areas  is 
taken  into  account.  The  boundaries  of  health  service  areas  shall  be 
established  so  as  to  recognize  the  differences  in  health  planning 
and  health  services  development  needs  between  nonmetropolitan 
and  metropolitan  areas.  Each  standard  metropolitan  statistical 
area  shall  be  entirely  within  the  boundaries  of  one  health  service 
area,  except  that  if  the  Governor  of  each  State  in  which  a  standard 
metropolitan  statistical  area  is  located  determines,  with  the  ap- 
proval of  the  Secretary,  that  in  order  to  meet  the  other  require- 
ments of  this  subsection  a  health  service  area  should  contain  only 
part  of  the  standard  metropolitan  statistical  area,  then  such  statis- 
tical area  shall  not  be  required  to  be  entirely  within  the  boundaries 
of  such  health  service  area. 

[(b)(1)  Within  thirty  days  following  the  date  of  the  enactment  of 
this  title,  the  Secretary  shall  simultaneously  give  to  the  Governor 
of  each  State  written  notice  of  the  initiation  of  proceedings  to  es- 
tablish health  service  areas  throughout  the  United  States.  Each 
notice  shall  contain  the  following: 

[(A)  A  statement  of  the  requirement  (in  subsection  (a))  of 

the  establishment  of  health  service  areas  throughout  the 

United  States. 

[(B)  A  statement  of  the  criteria  prescribed  by  subsection  (a) 
for  health  service  areas  and  the  procedures  prescribed  by  this 
subsection  for  the  designation  of  health  service  area  bound- 
aries. 

[(C)  A  request  that  the  Governor  receiving  the  notice  (i)  des- 
ignate the  boundaries  of  health  service  areas  within  his  State, 
and  where  appropriate  and  in  cooperation  with  the  Governors 
of  adjoining  States,  designate  the  boundaries  within  his  State 
of  health  service  areas  located  both  in  his  State  and  in  adjoin- 
ing States,  and  (ii)  submit  (in  such  form  and  manner  as  the 
Secretary  shall  specify)  to  the  Secretary,  within  one  hundred 
and  twenty  days  of  the  date  of  enactment  of  this  title,  such 
boundary  designations  together  with  comments,  submitted  by 
the  entities  referred  to  in  paragraph  (2),  with  respect  to  such 
designations. 

At  the  time  such  notice  is  given  under  this  paragraph  to  each  Gov- 
ernor, the  Secretary  shall  publish  as  a  notice  in  the  Federal  Regis- 
ter a  statement  of  the  giving  of  his  notice  to  the  Governor  and  the 
criteria  and  procedures  contained  in  such  notice. 

[(2)  Each  State's  Governor  shall  in  the  development  of  bound- 
aries for  health  service  areas  consult  with  and  solicit  the  views  of 
the  chief  executive  officer  or  agency  of  the  political  subdivisions 
within  the  State,  the  State  agency  which  administers  or  supervises 
the  administration  of  the  State's  health  planning  functions  under  a 
State  plan  approved  under  section  314(a),  each  entity  within  the 
State  which  has  developed  a  comprehensive  regional,  metropolitan, 
or  other  local  area  plan  or  plans  referred  to  in  section  314(b),  and 
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each  regional  medical  program  established  in  the  State  under  the 
title  IX. 

[(3XA)  Within  two  hundred  and  ten  days  after  the  date  of  enact- 
ment of  this  title,  the  Secretary  shall  publish  as  a  notice  in  the 
Federal  Register  the  health  service  area  boundary  designations. 
The  boundaries  for  health  service  areas  submitted  by  the  Gover- 
nors shall,  except  as  otherwise  provided  in  subparagraph  (B),  con- 
stitute, upon  their  publication  in  the  Federal  Register  the  bound- 
aries for  such  health  service  areas. 

[(BXi)  If  the  Secretary  determines  that  a  boundary  submitted  to 
him  for  a  health  service  area  does  not  meet  the  requirements  of 
subsection  (a),  he  shall,  after  consultation  with  the  Governor  who 
submitted  such  boundary,  make  such  revision  in  the  boundary  for 
such  area  (and  as  necessary,  in  the  boundaries  for  adjoining  health 
service  areas)  as  may  be  necessary  to  meet  such  requirem_ents  and 
publish  such  revised  boundary  (or  boundaries);  and  the  revised 
boundary  (or  boundaries)  shall  upon  publication  in  the  Federal 
Register  constitute  the  boundary  (or  boundaries)  for  such  health 
service  area  (or  areas).  The  Secretary  shall  notify  the  Governor  of 
each  State  in  which  is  located  a  health  service  area  whose  bounda- 
ry is  revised  under  this  clause  of  the  boundary  revision  and  the 
reasons  for  such  revision. 

[(ii)  In  the  case  of  areas  of  the  United  States  not  included  within 
the  boundaries  for  health  service  areas  submitted  to  the  Secretary 
as  requested  under  the  notice  under  paragraph  (1),  the  Secretary 
shall  establish  and  publish  in  the  Federal  Register  health  service 
area  boundaries  which  include  such  areas.  The  Secretary  shall 
notify  the  Governor  of  each  State  in  which  is  located  a  health  serv- 
ice area  the  boundary  for  which  is  established  under  this  clause  of 
the  boundaries  established.  In  carrying  out  the  requirement  of  this 
clause,  the  Secretary  may  make  such  revisions  in  boundaries  sub- 
mitted under  subparagraph  (A)  as  he  determines  are  necessary  to 
meet  the  requirement  of  subsection  (a)  for  the  establishment  of 
health  service  areas  throughout  the  United  States. 

[(4)  The  Secretary  shall  review  on  his  own  initiative  or  at  the 
request  of  any  Governor  or  designated  health  systems  agency  the 
appropriateness  of  the  boundaries  of  the  health  service  areas  estab- 
lished under  paragraph  (3)  and,  if  he  determines  that — 

[(A)  the  boundaries  for  a  health  service  area  no  longer  m_eet 
the  requirements  of  subsection  (a),  or 

[(B)  the  boundaries  for  a  proposed  re\'ised  health  service 
area  meet  the  requirements  of  subsection  (a)  in  a  significantly 
more  appropriate  manner  in  terms  of  the  efficiency  and  effec- 
tiveness of  health  planning  efforts, 
he  shall  revise  the  boundaries  in  accordance  with  the  procedures 
prescribed  by  paragraph  (3)(B)(ii).  If  the  Secretary  acts  on  his  own 
initiative  to  revise  the  boundaries  of  any  health  service  area,  he 
shall  consult  with  the  Governor  of  the  State  or  States  which  would 
be  affected  by  the  revision,  the  chief  executive  officer  or  agency  of 
the  political  subdivisions  within  such  State  or  States,  and  the  desig- 
nated health  systems  agency  or  agencies  and  the  established  State- 
wide Health  Coordinating  Council  or  Councils  that  would  be  affect- 
ed by  the  revision.  A  Governor  may  request  a  revision  of  the 
boundaries  of  a  health  service  area  only  after  consultation  with  the 
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Governor  of  any  State  or  States  that  would  be  affected  by  the  revi- 
sion, the  chief  executive  officer  or  agency  of  the  political  subdivi- 
sions within  such  State  or  States,  and  the  designated  health  sys- 
tems agencies  and  the  established  Statewide  Health  Coordinating 
Council  or  Councils  that  would  be  affected  by  the  revision  and 
shall  include  in  such  request  the  comments  concerning  the  pro- 
posed revision  made  by  such  individuals  and  entities.  A  designated 
health  systems  agency  may  request  a  revision  of  the  boundaries  of 
its  health  service  area  only  after  consultation  with  the  Governor  of 
the  State  or  States  that  would  be  affected  by  the  revision,  the  chief 
executive  officer  or  agency  of  the  political  subdivisions  within  such 
State  or  States,  the  Statewide  Health  Coordinating  Council  of  such 
State  or  States,  and  the  health  systems  agencies  that  would  be  af- 
fected by  the  revision  and  shall  include  in  such  request  the  com- 
ments concerning  the  proposed  revision  made  by  such  individuals 
and  entities.  No  proposed  revision  of  the  boundaries  of  a  health 
service  area  shall  comprise  an  entire  State  without  the  prior  con- 
sent of  the  Governor  of  such  State.  In  addition,  for  each  proposed 
revision  of  the  boundaries  of  a  health  service  area,  the  Secretary 
shall  give  notice  and  an  opportunity  for  a  hearing  to  all  interested 
persons  and  make  a  written  determination  of  his  findings  and  deci- 
sion. 

[(5)  Within  one  year  after  the  date  of  the  enactment  of  this  title 
the  Secretary  shall  complete  the  procedures  for  the  initial  estab- 
lishment of  the  boundaries  of  health  service  areas  which  (except  as 
provided  in  section  1536)  include  the  geographic  area  of  all  the 
States. 

[health  systems  agencies 

[Sec.  1512.  (a)  Definition. — For  purposes  of  this  title,  the  term 
"health  systems  agency"  means  an  entity  which  is  organized  and 
operated  in  the  manner  described  in  subsection  (b)  and  which  is  ca- 
pable, as  determined  by  the  Secretary,  of  performing  each  of  the 
functions  described  in  section  1513.  The  Secretary  shall  by  regula- 
tion establish  standards  and  criteria  for  the  requirements  of  sub- 
section (b)  and  section  1513. 

[(b)(1)  Legal  Structure. — A  health  system  agency  for  a  health 
service  area  shall  be — 

[(A)  a  nonprofit  private  corporation  (or  similar  legal  mecha- 
nism such  as  a  public  benefit  corporation)  which  is  incorporat- 
ed in  the  State  in  which  the  largest  part  of  the  population  of 
the  health  service  area  resides,  which  is  not  a  subsidiary  of,  or 
otherwise  controlled  by,  and  other  private  or  public  corpora- 
tion or  other  legal  entity,  and  which  only  engages  in  health 
planning  and  development  functions; 

[(B)  a  public  regional  planning  body  if  (i)  it  has  a  governing 
board  composed  of  a  majority  of  elected  officials  of  units  of 
general  local  government  or  it  is  authorized  by  State  law  (in 
effect  before  the  date  of  enactment  of  this  subsection)  to  carry 
out  health  planning  and  review  functions  such  as  those  de- 
scribed in  section  1513,  and  (ii)  its  planning  area  is  identical  to 
the  health  service  area;  or 


27 


.  [(C)  a  single  unit  of  general  local  government  if  the  area  of 
the  jurisdiction  of  that  unit  is  identical  to  the  health  service 
area. 

A  health  system  agency  may  not  be  an  educational  institution  or 
operate  such  an  institution. 
[(2)  Staff.— 

[(A)  Expertise. — A  health  systems  agency  shall  to  the 
extend  practicable,  have  a  staff  which  provides  the  agency 
with  expertise  in  the  following:  (i)  Administration,  (ii)  the  gath- 
ering and  analysis  of  data,  (iii)  health  planning,  (iv)  develop- 
ment and  use  of  health  (including  mental  health)  resources,  (v) 
financial  and  economic  analysis,  and  (vi)  prevention  of  disease 
and  other  public  health  matters.  The  functions  of  planning  and 
of  development  of  health  (including  mental  health)  resources 
shall  be  conducted  by  staffs  with  skills  appropriate  to  each 
function.  At  least  one  member  of  the  staff  shall  be  designated 
to  have  the  responsibility  of  providing  the  members  of  the  gov- 
erning body  of  an  agency  (particularly  the  consumer  members) 
with  such  information  and  technical  assistance  as  they  may  re- 
quire to  effectively  perform  their  functions. 

[(B)  Size  and  employment.— The  size  of  the  professional 
staff  of  any  health  systems  agency  shall  be  not  less  than  three, 
except  that  if  the  quotient  of  the  population  (rounded  to  the 
nearest  three  hundred  thousand)  of  the  health  service  area 
which  the  agency  serves  divided  by  three  hundred  thousand  is 
greater  than  three,  the  minimum  size  of  the  professional  staff 
shall  be  the  lesser  of  (i)  such  quotient,  or  (ii)  twenty-five.  The 
members  of  the  staff  shall  be  selected,  paid,  promoted,  and  dis- 
charged in  accordance  with  such  system  as  the  agency  may  es- 
tablish, except  that  the  rate  of  pay  for  any  position  shall  not 
be  less  than  the  rate  of  pay  prevailing  in  the  health  service 
area  for  similar  positions  in  other  public  or  private  health 
service  entities.  If  necessary  for  the  performance  of  its  func- 
tions, a  health  systems  agency  may  employ  consultants  and 
may  contract  with  individuals  and  entities  for  the  provision  of 
services.  Compensation  for  consultants  and  for  contracted  serv- 
ices shall  be  established  in  accordance  with  standards  estab- 
lished by  regulation  by  the  Secretary. 
[(3)  Governing  Body.— 

[(A)  In  general. — A  health  systems  agency  which  is  a 
public  regional  planning  body  or  unit  of  general  local  govern- 
ment shall,  in  addition  to  any  other  governing  body,  appoint  a 
governing  body  for  health  planning  in  accordance  with  sub- 
paragraph (C)  which  shall  have  the  responsibilities  prescribed 
by  subparagraph  (B),  and  which  shall  have  exclusive  authority 
to  perform  the  functions  described  in  section  1513.  Any  other 
health  systems  agency  shall  have  a  governing  body  composed, 
in  accordance  with  subparagraph  (C),  of  not  less  than  ten  mem- 
bers and  of  not  more  than  thirty  members,  except  that  the 
number  of  members  may  exceed  thirty  if  the  governing  body 
has  established  another  unit  (referred  to  in  this  paragraph  as 
an  "executive  committee")  composed,  in  accordance  with  sub- 
paragraph (C),  of  not  less  than  ten  members  and  not  more  than 
thirty  members  of  the  governing  body  and  has  delegated  to 
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that  unit  the  authority  to  take  such  action  (other  than  the  es- 
tabhshment  and  revision  of  the  plans  referred  to  in  subpara- 
graph (B)(ii))  as  the  governing  body  is  authorized  to  take. 
[(B)  Responsibilities. — The  governing  body — 
[(i)  shall  be  responsible  for — 

[(I)  the  internal  affairs  of  the  health  systems 
agency,  including  matters  relating  to  the  staff  of  the 
agency  and  the  agency's  budget,  except  that  the  gov- 
erning body  for  health  planning  of  an  agency  which  is 
a  public  regional  planning  body  or  unit  of  general 
local  government  shall  not  be  responsible  for  the  es- 
tablishment of  personnel  rules  and  practices  for  the 
staff  of  the  agency  or  for  the  agency's  budget  unless 
authorized  by  the  planning  body  or  unit  of  govern- 
ment, and 

[(II)  procedures  and  criteria  developed  and  pub- 
lished pursuant  to  section  1532  and  applicable  to  its 
functions  under  subsections  (e),  (f),  and  (g)  of  section 
1513; 

[(ii)  shall  be  responsible  for  the  establishment  of  the 
health  systems  plan  and  annual  implementation  plan  re- 
quired by  section  1513(b)  and  in  the  case  of  a  health  sys- 
tems agency  which  is  a  public  regional  planning  body  or 
unit  of  general  local  government,  the  planning  body  or 
unit  of  government  shall  be  given,  in  accordance  with  sec- 
tions 1513(b)(2)  and  1513(b)(3),  a  reasonable  opportunity  to 
comment  on  the  health  systems  plan  and  annual  imple- 
mentation plan  proposed  by  the  governing  body  and  to 
propose  additions  to  and  other  revisions  in  it; 

[(iii)  shall  be  responsible  for  the  approval  or  disapproval 
of  grants  and  contracts  made  and  entered  into  under  sec- 
tion 1513(c)(3). 

[(iv)  shall  be  responsible  for  the  approval  or  disapproval 
of  all  actions  taken  pursuant  to  subsections  (e),  and  (f),  and 
(g),  of  section  1513; 

[(v)  shall  (I)  issue  an  annual  report  concerning  the  ac- 
tivities of  the  agency,  (II)  include  in  that  report  the  health 
systems  plan  and  annual  implementation  plan  developed 
by  the  agency,  and  a  listing  of  the  agency's  income,  ex- 
penditures, assets,  and  liabilities,  and  (III)  make  the  report 
readily  available  to  the  residents  of  the  health  service  area 
and  the  various  communications  media  serving  such  area; 

[(vi)  shall  reimburse  (or  when  appropriate  make  ad- 
vances to)  its  members  for  the  reasonable  costs  incurred  in 
attending  meetings  of  the  governing  body  and  performing 
any  other  duties  and  functions  of  the  health  systems 
agency; 

[(vii)  shall  meet  at  least  once  in  each  calendar  quarter 
of  a  year  and  shall  meet  at  least  two  additional  times  in  a 
year  unless  its  executive  committee  meets  at  least  twice 
that  year;  and 

[(viii)  shall  (I)  hold  in  public  meetings  to  conduct  the 
business  of  the  agency  (other  than  any  part  of  a  meeting 
in  which  it  is  likely,  as  determined  by  the  governing  body. 
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that  information  respecting  the  performance  or  remunera- 
tion of  an  employee  of  the  agency  will  be  disclosed  and 
such  a  disclosure  would  constitute  a  clearly  unwarranted 
invasion  of  the  personal  privacy  of  the  employee  or  that 
information  relating  to  the  agency's  participation  in  a  judi- 
cial proceeding  will  be  disclosed),  (II)  give  adequate  notice 
to  the  public  of  such  meetings,  and  (III)  make  records  and 
data  of  the  agency  (other  than  records  or  data  respecting 
the  performance  or  remuneration  of  an  employee  the  dis- 
closure of  which  would  constitute  a  clearly  unwarranted 
invasion  of  the  personal  privacy  of  the  employee  and 
records  or  data  of  the  agency  relating  to  its  participation 
in  a  judicial  proceeding)  available,  upon  request,  to  the 
public. 

The  governing  body  (and  executive  committee  (if  any))  of  a 
health  systems  agency  shall  act  only  by  vote  of  a  majority  of 
its  members  present  and  voting  at  a  meeting  called  upon  ade- 
quate notice  to  all  of  its  members  and  at  which  a  quorum  is  in 
attendance.  A  quorum  for  a  governing  body  and  executive  com- 
mittee shall  be  not  less  than  one-half  of  its  members. 

[(C)  Composition. — The  membership  of  the  governing  body 
and  the  executive  committee  (if  any)  of  an  agency  shall  meet 
the  following  requirements: 

[(i)  A  majority  (but  not  more  than  60  per  centum  of  the 
members)  shall  be  (I)  residents  of  the  health  service  area 
served  by  the  entity  who  are  consumers  of  health  care  and 
who  are  not  providers  of  health  care,  and  (II)  broadly  rep- 
resentative of  the  health  service  area  and  shall  include  in- 
dividuals representing  the  principal  social,  economic,  lin- 
guistic, handicapped,  and  racial  populations  and  geograph- 
ic areas  of  the  health  service  area  and  major  purchasers  of 
health  care  (including  labor  organizations  and  business 
corporations)  in  the  area. 

[(ii)  The  remainder  of  the  members  shall  be  residents 
of,  or  have  their  principal  place  of  business  in,  the  health 
service  area  served  by  the  agency  who  are  providers  of 
health  care  and  who  represent  (I)  physicians  (particularly 
practicing  physicians),  dentists,  nurses,  optometrists,  po- 
diatrists, physician  assistants,  and  other  health  profession- 
als, (II)  health  care  institutions  (particularly  hospitals, 
long-term  care  facilities,  rehabilitation  facilities,  alcohol 
and  drug  abuse  treatment  facilities  and  health  mainte- 
nance organizations,  (III)  health  care  insurers,  (IV)  health 
professional  schools,  (V)  the  allied  health  professions,  and 
(VI)  other  providers  of  health  care.  Not  less  than  one-half 
of  the  providers  of  health  care  who  are  members  of  the 
govrening  body  or  executive  committee  of  a  health  systems 
agency  shall  be  direct  providers  of  health  care  (as  de- 
scribed in  section  1531(3))  and  of  such  direct  providers  of 
health  care,  at  least  one  shall  be  a  person  engaged  in  the 
administration  of  a  hospital, 
[(iii)  The  membership  shall— 

[(I)  include  (either  through  consumer  or  provider 
members)  public  elected  officials  and  other  representa- 
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tives  of  units  of  general  purpose  local  government  in 
the  agency's  health  service  area  and  representatives  of 
public  and  private  agencies  in  the  area  concerned  with 
health, 

[(II)  include  a  percentage  of  individuals  who  reside 
in  nonmetropolitan  areas  within  the  health  service 
area  which  percentage  is  at  least  equal  to  the  percent- 
age of  residents  of  the  area  who  reside  in  nonmetropo- 
litan areas, 

[(III)  include  (through  consumer  and  provider  mem- 
bers) individuals  who  are  knowledgeable  about  mental 
health  services, 

[(IV)  if  the  health  systems  agency  serves  an  area  in 
which  there  is  located  one  or  more  hospitals  or  other 
health  care  facilities  of  the  Veterans'  Administration, 
include,  as  a  nonvoting,  ex  officio  member,  an  individ- 
ual whom  the  Chief  Medical  Director  of  the  Veterans' 
Administration  shall  have  designated  for  such  pur- 
pose, and 

[(V)  if  the  agency  serves  an  area  in  which  there  is 
located  one  or  more  health  maintenance  organizations, 
include  at  least  one  member  who  is  representative  of 
such  organizations, 
[(iv)  If,  in  the  exercise  of  its  functions,  a  governing  body 
or  executive  committee  appoints  a  subcommittee  or  an  ad- 
visory group,  it  shall,  to  the  extent  practicable,  make  its 
appointments  to  any  such  subcommittee  or  group  in  such  a 
manner  as  to  provide  the  representation  on  such  subcom- 
mittee or  group  described  in  this  subparagraph,  except 
that  appointments  shall  be  made  to  such  subcommittees 
and  groups  in  such  a  manner  that  a  majority  of  their 
members  shall  be  consumers  of  health  care. 
For  purposes  of  clause  (iii)(I),  to  be  considered  a  representative 
of  a  unit  of  general  purpose  local  government,  an  individual 
must  be  appointed  by  such  unit  or  a  combination  thereof,  and 
the  State  governmentof  a  State  which  is  comprised  of  a  single 
health  service  area  shall  be  deemed  to  be  a  unit  of  general  pur- 
pose local  government.  A  member  of  a  governing  body  appoint- 
ed pursuant  to  clause  (iii)(IV)  shall  not  be  considered  in  deter- 
mining the  number  of  members  of  the  governing  body  for  pur- 
poses of  the  numerical  limit  prescribed  by  subparagraph  (A). 

[(D)  Selection. — Each  health  systems  agency  shall  establish 
a  process  for  the  selection  of  the  members  of  its  governing 
body  which  process  is  designed  to  assure  that  (i)  such  members 
are  selected  in  accordance  with  the  requirements  of  subpara- 
graph (C),  (ii)  there  is  the  opportunity  for  broad  participation 
in  such  process  by  the  residents  of  the  health  service  area  of 
the  agency,  and  (iii)  the  participation  of  such  residents  will  be 
encouraged  and  facilitated.  Such  process  shall  prohibit  the  se- 
lection of  more  than  one-half  of  the  members  of  such  body  by 
members  of  such  body.  Each  agency  shall  make  public  such 
process  and  report  it  to  the  Secretary.  The  requirements  of  this 
subparagraph  shall  apply  with  respect  to  the  selection  of  mem- 
bers of  a  subarea  advisory  council  if  the  council  is  authorized 
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to  select  or  selects  one  or  more  members  of  the  governing  body 
of  a  health  systems  agency. 

[(E)  Support. — Each  health  systems  agency  shall  have  an 
identifiable  progi'am  of  providing  assistance  to  the  members  of 
its  governing  body,  executive  committee  (if  any),  and  any 
entity  appointed  by  the  governing  body  or  executive  committee 
in  making  decisions  for  the  agency,  and  shall  include  in  such 
program  means  to  determine  the  support  needs  of  the  mem- 
bers and  to  provide  for  meeting  those  needs  (including  the  pro- 
vision of  training  and  continuing  education). 

[(F)  Conflicts  of  interest.— No  member  of  a  governing 
body,  executive  committee,  or  any  entity  appointed  by  a  gov- 
erning body,  or  executive  committee  may,  in  the  exercise  of 
any  function  of  the  agency  described  in  subsection  (e),  (f),  or  (g) 
of  section  1513,  vote  on  any  matter  before  the  governing  body, 
executive  committee,  or  any  such  entity  respecting  any  individ- 
ual or  entity  with  which  such  member  has  (or,  within  the 
twelve  months  preceding  the  vote,  had)  any  substantial  owner- 
ship, emplo5rment,  medical  staff,  fiduciary,  contractual,  credi- 
tor, or  consultative  relationship.  A  governing  body,  executive 
committee,  and  any  entity  appointed  by  a  governing  body  or 
executive  committee  shall  require  each  of  its  members  who  has 
or  has  had  such  a  relationship  with  an  individual  or  entity  in- 
volved in  any  matter  before  the  governing  body,  committee,  or 
entity  to  make  a  written  disclosure  of  such  relationship  before 
any  action  is  taken  by  the  body,  committee,  or  entity  with  re- 
spect to  such  matter  in  the  exercise  of  any  function  of  the 
agency  described  in  section  1513  and  to  make  such  relationship 
public  in  any  meeting  in  which  such  action  is  to  be  taken. 
[(4)  Liability. — 

[(A)  In  general. — Except  as  provided  in  subparagraph  (B)— 
[(i)  a  health  systems  agency  shall  not,  by  reason  of  the 
performance  of  any  duty,  function,  or  activity,  required  of, 
or  authorized  to  be  undertaken  by,  the  agency,  be  liable 
for  the  payment  of  damages  under  any  law  of  the  United 
States  or  any  State  (or  political  subdivision  thereof)  if  the 
member  of  the  governing  body  of  the  agency  or  employee 
of  the  agency  who  acted  on  behalf  of  the  agency  in  the  per- 
formance of  such  duty,  function,  or  activity  acted  within 
the  scope  of  his  duty,  function,  or  activity  as  such  a 
member  or  employee,  exercised  due  care,  and  acted  with- 
out malice  toward  any  person  affected  by  it;  and 

[(ii)  no  individual  member  of  the  governing  body  of  a 
health  systems  agency  or  employee  of  a  health  systems 
agency  shall,  by  reason  of  his  performance  on  behalf  of  the 
agency  of  any  duty,  function,  or  activity  required  of,  or  au- 
thorized  to  be  undertaken  by,  the  agency,  be  liable  for  the 
payment  of  damages  under  any  law  of  the  United  States 
or  any  State  or  political  subdivision  of  a  State)  if  he  be- 
lieved he  was  acting  within  the  scope  of  his  duty,  function, 
or  activity  as  such  a  member  of  employee,  and,  with  re- 
spect to  such  performance,  acted  without  gross  negligence 
or  malice  toward  any  person  affected  by  it. 
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[(B)  Exception —Subparagraph  (A)  does  not  apply  with  re- 
spect to  civil  actions  for  bodily  injury  to  individuals  or  physical 
damages  to  property  brought  against  a  health  systems  agency 
or  any  member  of  the  governing  body  of  or  employee  of  such 
an  agency. 

[(5)  Private  Contributions. — No  health  systems  agency  may 
accept  any  funds  or  contributions  of  services  or  facilities  from  any 
individual  or  private  entity  which  has  a  financial,  fiduciary,  or 
other  direct  interest  in  the  development,  expansion,  or  support  of 
health  resources  unless,  in  the  case  of  an  entity,  it  is  an  organiza- 
tion described  in  section  509(a)  of  the  Internal  Revenue  Code  of 
1954  and  is  not  directly  engaged  in  the  provision  of  health  care  in 
the  health  service  area  of  the  agency.  For  purposes  of  this  para- 
graph, an  entity  shall  not  be  considered  to  have  an  interest  solely 
on  the  basis  of  its  providing  (directly  or  indirectly)  health  care  for 
its  employees  or  health  insurance. 

[(6)  Other  Requirements. — Each  health  system  agency  shall — 
[(A)  provide  that  any  executive  committee  of  the  agency  and 
any  entity  appointed  by  the  governing  body  or  executive  com- 
mittee of  the  agency  shall  (i)  hold  in  public  meetings  to  con- 
duct the  business  of  the  committee  or  entity  (other  than  any 
part  of  a  meeting  in  which  it  is  likely,  as  determined  by  the 
executive  committee  or  entity,  that  information  respecting  the 
performance  or  remuneration  of  an  employee  of  the  agency 
will  be  disclosed  and  such  disclosure  would  constitute  a  clearly 
unwarranted  invasion  of  the  personal  privacy  of  the  employee 
or  that  information  relating  the  agency's  participation  in  a  ju- 
dicial proceeding  will  be  disclosed),  and  (ii)  give  adequate 
notice  of  its  meetings  to  those  persons  who  have  requested 
such  notice. 

[(B)  make  such  reports,  in  such  form  and  containing  such 
information  (other  than  information  respecting  the  perform- 
ance or  remuneration  of  an  employee  of  the  agency  the  disclo- 
sure of  which  would  constitute  a  clearly  unwarranted  invasion 
of  the  personal  privacy  of  the  employee  or  information  relating 
the  agency's  participation  in  a  judicial  proceeding),  concerning 
its  structure,  operations,  performance  of  functions,  and  other 
matters  as  the  Secretary  may  from  time  and  time  require,  and 
keep  such  records  and  afford  such  access  thereto  as  the  Secre- 
tary may  find  necessary  to  verify  such  reports; 

[(C)  provide  for  such  fiscal  control  and  fund  accounting  pro- 
cedures as  the  Secretary  may  require  to  assure  proper  dis- 
bursement of,  and  accounting  for,  amounts  received  from  the 
Secretary  under  this  title  and  section  1640;  and 

[(D)  permit  the  Secretary  and  Comptroller  General  of  the 
United  States,  or  their  representatives,  to  have  access  for  the 
purpose  of  audit  and  examination  to  any  books,  documents, 
papers,  and  records  pertinent  to  the  disposition  of  amounts  re- 
ceived from  the  Secretary  under  this  title  and  section  1640. 
[(c)  SuBAREA  Councils. — A  health  systems  agency  may  establish 
subarea  advisory  councils  representing  parts  of  the  agency's  health 
service  area  to  advise  the  governing  body  of  the  agency  on  the  per- 
formance of  its  functions.  The  composition  of  a  subarea  advisory 
council  shall  conform  to  the  requirement  of  subsection  (b)(3)(C). 
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[functions  of  health  systems  agencies 

[Sec.  1513.  (a)  For  the  purpose  of— 

[(1)  improving  the  health  of  residents  of  a  health  service 
area, 

[(2)  increasing  the  accessibility  (including  overcoming  geo- 
graphic, architectural,  and  transportation  barriers),  acceptabil- 
ity, continuity,  and  quality  of  the  health  services  provided 
them, 

[(3)  restraining  increases  in  the  cost  of  providing  them 
health  services, 

[(4)  preventing  unnecessary  duplication  of  health  resources, 
and 

[(5)  preserving  and  improving,  in  accordance  with  section 
1502(b),  competition  in  the  health  service  area, 
each  health  systems  agency  shall  have  as  its  primary  responsibility 
provision  of  effective  health  planning  for  its  health  service  area 
and  the  promotion  of  the  development  within  the  area  of  health 
services,  manpower,  and  facilities  which  meet  identified  needs, 
reduce  documented  inefficiencies,  and  implement  the  health  plans 
of  the  agency.  None  of  the  funds  authorized  to  be  appropriated 
under  this  title  may  be  used  by  a  health  systems  agency  directly  to 
pay  any  individual  to  influence  the  issuance,  amendment,  or  revo- 
cation of  any  Executive  order  or  regulation  by  any  Federal,  State, 
or  local  chief  executive  officer  or  agency  or  to  influence  the  pas- 
sage, amendment  or  defeat  of  any  legislation  by  the  Congress  or  by 
any  State  or  local  legislative  body.  The  preceding  sentence  does  not 
apply  with  respect  to  compensation  paid  by  a  health  systems 
agency  to  an  employee  of  the  agency  unless  the  primary  responsi- 
bility of  the  employee  for  the  agency  is  to  influence  such  govern- 
mental action.  To  meet  its  primary  responsibility,  a  health  systems 
agency  shall  carry  out  the  functions  described  in  subsections  (b) 
through  (g)  of  this  section. 

[(b)  In  providing  health  planning  and  resources  development  for 
its  health  service  area,  a  health  systems  agency  shall  perform  the 
following  functions: 

[(1)  The  agency  shall  assemble  and  analyze  data  concern- 
ing— 

[(A)  the  status  (and  its  determinants)  of  the  health  of 
the  residents  of  its  health  service  area, 

[(B)  the  status  of  the  health  care  delivery  system  in  the 
area  and  the  use  of  that  system  by  the  residents  of  the 
area, 

[(C)  the  effect  the  area's  health  care  delivery  system 
has  on  the  health  of  the  residents  of  the  area, 

[(D)  the  number,  type,  and  location  of  the  area's  health 
resources,  including  health  services,  manpower,  and  facili- 
ties. 

[(E)  the  patterns  of  utilization  of  the  area's  health  re- 
surces,  and 

[(F)  the  environmental  and  occupational  exposure  fac- 
tors affecting  immediate  and  long-term  health  conditions. 
The  agency  shall  also  assemble  and  report  to  the  Secretary 
such  data  (including  data  on  the  personnel,  facilities,  and  other 
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resources  needed  to  meet  the  goals  set  forth  in  the  agency's 
health  system  plan)  as  the  Secretary  may  require  to  carry  out 
his  responsiblities  under  section  1501(e).  The  Secretary  may 
not  require  the  assembling  and  reporting  of  data  under  this 
paragraph  which  is  regularly  collected  by  any  entity  of  the  De- 
partment of  Health,  Education,  and  Welfare  under  a  provision 
of  law  other  than  this  title.  In  carrying  out  this  paragraph,  the 
agency  shall  to  the  maximum  extent  practicable  use  existing 
data  (including  data  developed  under  Federal  health  programs) 
and  coordinate  its  activities  with  the  cooperative  system  pro- 
vided for  under  section  306(e). 

[(2)  The  agency  shall,  after  appropriate  consideration  of  the 
recommended  national  guidlines  for  health  planning  policy 
issued  by  the  Secretary  under  section  1501,  the  priorities  set 
forth  in  section  1502,  and  the  data  developed  pursuant  to  para- 
graph (1),  establish  (in  accordance  with  the  format  established 
pursuant  to  section  1524(c)(1)),  at  least  triennially  review,  and 
amend  as  necessary  a  health  systems  plan  (hereinafter  in  this 
title  referred  to  as  the  ''HSP")  which  shall  be  a  detailed  state- 
ment of  goals  (A)  describing  a  healthful  environment  (primari- 
ly with  regard  to  health  care  equipment  and  to  health  services 
provided  by  health  care  institutions,  health  care  facilities,  and 
other  providers  of  health  care  and  to  other  health  resources) 
and  health  systems  in  the  area  which  when  developed,  will 
assure  that  quality  health  services  will  be  available  and  acces- 
sible in  a  manner  which  assures  continuity  of  care,  at  reasona- 
ble cost,  for  all  residents  of  the  area;  (B)  which  are  responsive 
to  the  unique  needs  and  resources  (including  entities  described 
in  section  1532(c)(7))  of  the  area;  (C)  which  take  into  account 
the  national  guidelines  for  health  planning  policy  issued  by  the 
Secretary  under  section  1501  respecting  supply,  distribution, 
and  organization  of  health  resources  and  services;  (D)  which 
are  responsive  to  statewide  health  needs  as  determined  by  the 
State  health  planning  and  development  agency;  (E)  which  de- 
scribe the  institutional  health  services  (as  defined  in  section 
1531(5))  needed  to  provide  for  the  well-being  of  persons  receiv- 
ing care  within  the  health  service  area,  including,  at  a  mini- 
mum, acute  inpatient  (including  psyschiatric  inpatient,  obstet- 
rical inpatient,  and  neonatal  inpatient),  rehabiliation,  and 
long-term  care  services;  and  (F)  which  describe  other  health 
services  needed  to  provide  for  the  well-being  of  persons  receiv- 
ing care  within  the  health  service  areas,  including,  at  a  mini- 
mum, preventive,  ambulatory,  and  home  health  services  and 
treatment  for  alcohol  and  drug  abuse.  The  HSP  of  the  agency 
shall  include  goals  for  the  delivery  of  mental  health  services  in 
its  health  service  area  which  goals  shall  be  developed  under  a 
procedure  under  which  persons  (acting  as  an  advisory  group  or 
subcommittee  appointed  by  the  agency  or,  if  the  agency  re- 
quests and  is  authorized  by  the  Secretary  to  use  an  existing 
group,  acting  as  part  of  such  a  group)  knowledgeable  about 
such  services  (including  services  for  alcohol  and  drug  abuse) 
will  be  consulted  with  respect  to  such  goals.  The  HSP  shall  de- 
scribe the  number  and  type  of  resources,  including  facilities, 
personnel,  major  medical  equipment,  and  other  resources  re- 
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quired  to  meet  the  goals  of  the  HSP  and  shall  state  the  extent 
to  which  existing  health  care  facilities  are  in  need  of  modern- 
ization, conversion  to  other  uses,  or  closure  and  the  extent  to 
which  new  health  care  facilities  need  to  be  constructed  or  ac- 
quired. Before  establishing  or  amending  an  HSP  and  in  its 
re^dew  of  an  HSP,  a  health  systems  agency  shall  conduct  a 
public  hearing  on  the  proposed  HSP  and  shall  give  interested 
persons  an  opportunity  to  submit  their  views  orally  and  in 
\vTiting.  Not  less  than  thirty  days  prior  to  such  hearing,  the 
agency  shall  publish  in  at  least  two  newspapers  of  general  cir- 
culation throughout  its  health  ser\dce  area  a  notice  of  its  con- 
sideration of  the  proposed  HSP,  the  time  and  place  of  the  hear- 
ing, the  place  at  which  interested  persons  m^ay  consult  the 
HSP  in  advance  of  the  hearing,  and  the  place  and  period 
during  which  to  submit  written  comments  to  the  agency  on  the 
HSP.  If  the  health  systems  agency  is  a  public  regional  plan- 
ning body  or  unit  of  general  local  government,  the  planning 
body  or  unit  of  government  shall  be  given  a  reasonable  oppor- 
tunity to  comment  on  the  proposed  HSP  and  to  propose  addi- 
tions to  and  other  revisions  in  it.  Any  such  proposed  additions 
or  other  revisions  not  included  in  the  HSP  established  by  the 
agency  shall  be  appended  to  the  HSP.  If  the  goals  contained  in 
the  HSP  are  not  consistent  with  guidelines  issued  by  the  Secre- 
tary under  section  1501,  it  shall  provide  the  State  health  plan- 
ning and  development  agency  and  the  Secretary  with  a  de- 
tailed statement  of  the  reasons  for  the  inconsistency  between 
such  goals  and  guidelines.  When  making  such  HSP  available  to 
a  Statewide  Health  Coordinating  Council  under  section 
1524(c)(2)(A),  the  agency  shall  also  report  such  statement  to 
such  Council. 

[(3)  The  agency  shall  establish,  annually  review,  and  amend 
as  necessary  an  annual  implementation  plan  (hereinafter  in 
this  title  referred  to  as  the  "AIP")  which  describes  objectives 
which  will  achieve  the  goals  of  the  HSP  (as  stated  in  the  HSP 
of  the  agency  or,  if  revised  under  section  1524(c)(2)(A)  when  in- 
cluded in  the  State  health  plan,  as  so  revised)  and  priorities 
among  the  objectives.  In  establishing  the  AIP,  the  agency  shall 
give  priority  to  those  objectives  which  v/ill  maximally  improve 
the  health  of  the  residents  of  the  area,  as  determined  on  the 
basis  of  the  relation  of  the  cost  of  attaining  such  objectives  to 
their  benefits,  and  which  are  fitted  to  the  special  needs  of  the 
area.  The  AIP  shall  include  a  statement  of  the  personnel,  fa- 
cilities, and  other  resources  which  the  agency  determines  are 
required  to  meet  the  objectives  described  pursuant  to  the  first 
sentence.  The  AIP  shall  be  established,  annually  reviewed,  and 
amended  in  accordance  with  the  procedures  set  forth  in  the 
last  two  sentences  of  paragraph  (2).  If  the  health  systems 
agency  is  a  public  regional  planning  body  or  unit  of  general 
local  government,  the  planning  body  or  unit  of  government 
shall  be  given  a  reasonable  opportunity  to  comm.ent  on  ihe 
proposed  AIP  and  to  propose  additions  to  and  other  revisions 
in  it.  Any  such  proposed  additions  or  other  revisions  not  in- 
cluded in  the  AIP  approved  by  the  agency  shall  be  appended  to 
the  AIP. 
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[(4)  The  agency  shall  develop  and  publish  specific  plans  and 
projects  for  achieving  the  objectives  established  in  the  AIP. 
[(c)  A  health  systems  agency  shall  implement  its  HSP  and  AIP, 
and  in  implementing  the  plans  it  shall  perform  at  least  the  follow- 
ing functions: 

[(1)  The  agency  shall  seek,  to  the  extent  practicable,  to  im- 
plement its  HSP  and  AIP  with  the  assistance  of  individuals 
and  public  and  private  entities  in  its  health  service  area. 

[(2)  The  agency  shall  provide,  in  accordance  with  the  prior- 
ities established  in  the  AIP,  technical  assistance  in  obtaining 
and  filling  out  the  necessary  forms  and  may  provide  other 
technical  assistance  to  individuals  and  public  and  private  enti- 
ties for  the  development  of  projects  and  programs  which  the 
agency  determines  are  necessary  to  achieve  the  health  systems 
described  in  the  HSP,  including  assistance  in  meeting  the  re- 
quirements of  the  agency  prescribed  under  section  1532(b). 

[(3)  The  agency  shall,  in  accordance  with  the  priorities  es- 
tablished in  the  AIP,  make  grants  to  public  and  nonprofit  pri- 
vate entities  and  enter  into  contracts  with  individuals  and 
public  and  nonprofit  private  entities  to  assist  them  in  planning 
and  developing  projects  and  programs  which  the  agency  deter- 
mines are  necessary  for  the  achievement  of  the  health  systems 
described  in  the  HSP.  Such  grants  and  contracts  shall  be  made 
from  the  Area  Health  Services  Development  Fund  of  the 
agency  established  with  funds  provided  under  grants  made 
under  section  1640.  No  grants  or  contract  under  this  subsection 
may  be  used  (A)  to  pay  the  costs  incurred  by  an  entity  or  indi- 
vidual in  the  delivery  of  health  services  (as  defined  in  regula- 
tions of  the  Secretary),  or  (B)  for  the  cost  of  construction  or 
modernization  of  medical  facilities.  No  single  grant  or  contract 
made  or  entered  into  under  this  paragraph  shall  be  available 
for  obligation  beyond  the  one  year  period  beginning  on  the 
date  the  grant  or  contract  was  made  or  entered  into  unless  an- 
other grant  or  contract  is  made  or  entered  into,  in  which  case 
the  funds  under  the  first  grant  or  contract  shall  remain  avail- 
able for  the  period  of  the  second  grant  or  contract.  Funds  from 
a  first  grant  or  contract  which  remain  available  for  obligation 
in  the  period  of  a  second  grant  or  contract  shall  not  be  consid- 
ered in  determining  the  amount  of  the  second  grant  or  con- 
tract. If  an  individual  or  entity  receives  a  grant  or  contract 
under  this  paragraph  for  a  project  or  program,  such  individual 
or  entity  may  receive  only  one  more  such  grant  or  contract  for 
such  project  or  program. 
[(d)(1)  Each  health  systems  agency  shall  coordinate  its  activities 
with — 

[(A)  each  Professional  Standards  Review  Organization  (des- 
ignated under  section  1152  of  the  Social  Security  Act), 

[(B)  entities  referred  to  in  paragraphs  (1)  and  (2)  of  section 
204(a)  of  the  Demonstration  Cities  and  Metropolitan  Develop- 
ment Act  of  1966  and  regional  and  local  entities  the  views  of 
which  are  required  to  be  considered  under  regulations  pre- 
scribed under  section  403  of  the  Intergovernmental  Coopera- 
tion Act  of  1968  to  carry  out  section  401(b)  of  such  Act, 
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[(C)  other  appropriate  general  or  special  purpose  regional 
planning  or  administrative  agencies  (including  area  agencies 
on  aging  and  local  and  regional  alcohol  abuse,  drug  abuse,  and 
mental  health  planning  agencies), 

[(D)  any  entity  of  the  State  in  which  the  agency  is  located 
which  reviews  the  rates  or  budgets  of  health  care  facilities  lo- 
cated in  the  agency's  health  service  area,  and 
[(E)  any  other  appropriate  entity, 
in  the  health  systems  agency's  health  service  area.  The  agency 
shall,  as  appropriate,  secure  data  from  them  for  use  in  the  agency's 
planning  and  development  activities,  enter  into  agreements  with 
them  which  will  assure  that  actions  taken  by  such  entities  which 
alter  the  area's  health  systems  will  be  taken  in  a  manner  which  is 
consistent  with  the  HSP  and  the  AIP  in  effect  for  the  area,  and,  to 
the  extent  practicable,  provide  technical  assistance  to  such  entities. 

[(2)  Each  health  systems  agency  which  has  all  or  part  of  its 
health  service  area  within  a  part  of  a  standard  metropolitan  statis- 
tical area  (as  determined  by  the  Office  of  Management  and  Budget) 
shall  coordinate  its  activities  with  the  activities  of  any  other  health 
systems  agency  which  has  any  part  of  its  health  service  area 
within  such  standard  metropolitan  statistical  area.  Such  coordina- 
tion shall  at  least  provide  that  each  health  systems  agency  desig- 
nated for  a  health  service  area  within  any  part  of  a  single  standard 
metropolitan  statistical  area  shall  review  (A)  each  HSP  and  AIP 
for  each  such  health  service  area,  (B)  the  criteria  used  in  accord- 
ance with  section  1532  for  reviews  affecting  any  such  area,  and  (C) 
each  decision  under  certificate  of  need  programs  which  affect  any 
such  area. 

[(3)  The  Secretary  shall  be  regulation  provide  for  the  sharing  by 
health  systems  agencies  of  health  planning  data  with  Indian  tribes 
and  Alaska  Native  Villages. 

[(4)  Health  systems  agencies  that  have  an  Indian  tribe  or  inter- 
tribal Indian  organization  (referred  to  in  subsection  (e)(1)(B))  locat- 
ed within  such  agencies'  health  service  areas  shall  carry  out  their 
functions  under  this  section  in  a  manner  that  recognizes  tribal  self- 
determination.  Such  agencies  shall  seek  to  enter  into  agreements 
with  the  Indian  tribes  and  intertribal  organizations  located  within 
their  health  service  areas  on  matters  of  mutual  concern  as  defined 
in  regulations  of  the  Secretary. 

[(e)(1)(A)  Except  as  provided  in  subparagraph  (B),  each  health 
systems  agency  shall  review  and  approve  or  disapprove  each  pro- 
posed use  within  its  health  service  area  of  Federal  funds— 

[(i)  appropriated  under  this  Act  for  grants,  contracts,  loans, 
or  loan  guarantees  for  the  development,  expansion,  or  support 
of  health  resources  by  any  entity  other  than  the  government  of 
a  State  unless  such  resources  are  solely  within  the  health  serv- 
ice area  of  such  agency;  or 

[(ii)  made  available  by  the  State  in  which  the  health  service 
area  is  located  (from  an  allotment,  contract,  or  grant  to  the 
State  under  an  Act  referred  to  in  clause  (i))  for  grants  or  con- 
tracts for  the  development,  expansion,  or  support  of  health  re- 
sources. 

[(B)  A  health  systems  agency  shall  not  review  and  approve  or 
disapprove  the  proposed  use  within  its  health  service  area  of  Feder- 
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al  funds  appropriated  for  grants  or  contracts  for  research  or  train- 
ing unless  the  grants  or  contracts  are  to  be  made,  entered  into,  or 
used  for  the  development,  expansion,  or  support  of  health  resources 
which,  in  the  case  of  grants  or  contracts  for  training,  would  make  a 
significant  change  in  the  health  services  available  in  the  health 
service  area  or  which,  in  the  case  of  grants  or  contracts  for  re- 
search, would  significantly  change  the  delivery  of  health  services, 
or  the  distribution  or  extent  of  health  resources,  available  to  per- 
sons in  the  health  service  area  other  than  those  who  are  partici- 
pants in  such  research.  In  the  case  of  a  proposed  use  within  the 
health  service  area  of  a  health  systems  agency  of  Federal  funds  de- 
scribed in  subparagraph  (A)  by  an  Indian  tribe  (as  defined  in  sec- 
tion (b)  of  the  Indian  Self-Determination  and  Education  Assistance 
Act)  or  intertribal  Indian  organization  for  any  program  or  project 
which  will  be  located  within  or  will  specifically  serve — 
[(i)  a  federally  recognized  Indian  reservation, 
[(ii)  any  land  area  in  Oklahoma  which  is  held  in  trust  by 
the  United  States  for  Indians  or  which  is  a  restricted  Indian- 
owned  land  area,  or 

[(iii)  a  Native  village  in  Alaska  (as  defined  in  section  3(c)  of 
the  Alaska  Native  Claims  Settlement  Act), 
a  health  systems  agency  shall  only  review  and  comment  on  such 
proposed  use. 

[(2)  Notwithstanding  any  other  provision  of  this  Act  or  any 
other  Act  referred  to  in  paragraph  (1),  the  Secretary  shall  allow  a 
health  systems  agency  sixty  days  to  make  the  review  required  by 
paragraph  (l)(A)(i).  If  under  paragraph  (l)(A)(i)  an  agency  disap- 
proves a  proposed  use  in  its  health  service  area  of  Federal  funds 
described  in  paragraph  (1),  the  Secretary  may  not  make  such  Fed- 
eral funds  available  for  such  use  until  he  has  made,  upon  request 
of  the  entity  making  such  proposal,  a  review  of  the  agency  decision. 
In  making  any  such  review  of  any  agency  decision,  the  Secretary 
shall  give  the  appropriate  State  health  planning  and  development 
agency  an  opportunity  to  consider  the  decision  of  the  health  sys- 
tems agency  and  to  submit  to  the  Secretary  its  comments  on  the 
decision.  The  Secretary,  after  taking  into  consideration  such  State 
agency's  comments  (if  any),  may  make  such  Federal  funds  avail- 
able for  such  use,  notwithstanding  the  disapproval  of  the  health 
systems  agency.  Each  such  decision  by  the  Secretary  to  make  funds 
available  shall  be  submitted  to  the  appropriate  health  systems 
agency  and  State  health  planning  and  development  agency  and 
shall  contain  a  detailed  statement  of  the  reasons  for  the  decision. 

[(3)  The  Governor  of  a  State  shall  allow  health  systems  agencies 
sixty  days  to  make  the  review  required  by  paragraph  (l)(A)(ii).  If 
under  such  paragraph  an  agency  disapproves  a  proposed  use  of 
Federal  funds  in  its  health  service  area,  the  Governor  may  not 
make  such  Federal  funds  available  for  such  use  until  he  has  made, 
upon  request  of  the  entity  making  such  proposal,  a  review  of  the 
agency  decision.  In  making  any  such  review  of  any  agency  decision, 
the  Governor  shall  give  the  State  health  planning  and  development 
agency  an  opportunity  to  consider  the  decision  of  the  health  sys- 
tems agency  and  to  submit  to  the  Governor  its  comments  on  the 
decision.  The  Governor,  after  taking  into  consideration  such  State 
Agency's  comments  (if  any),  may  make  such  Federal  funds  avail- 
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able  for  such  use,  notwithstanding  the  disapproval  of  the  health 
systems  agency.  Each  such  decision  by  the  Governor  to  make  funds 
available  shall  be  submitted  to  the  appropriate  health  systems 
agency  and  State  health  planning  and  development  agency  and 
shall  contain  a  detailed  statement  of  the  reasons  for  the  decision. 

[(4)  Each  health  systems  agency  shall  provide  each  Indian  tribe 
or  intertribal  Indian  organization  which  is  located  within  the  agen- 
cy's health  service  area  information  respecting  the  availability  of 
the  Federal  funds  described  in  the  first  sentence  of  this  subsection. 

[(f)(1)  Except  as  provided  in  paragraph  (2),  to  assist  State  health 
planning  and  development  agencies  in  carrying  out  their  functions 
under  paragraphs  (4)  and  (5)  of  section  1523(a)  each  health  systems 
agency  shall  review  and  make  recommendations  to  the  appropriate 
State  health  planning  and  development  agency  respecting  the  need 
for  new  institutional  health  services  proposed  to  be  offered  or  de- 
veloped in  the  health  service  area  of  such  health  systems  agency. 

(2)  If  a  State  health  planning  and  development  agency  for  a  State 
establishes  a  system  under  section  1523(a)(4)  for  review  by  health 
systems  agencies  of  applications  for  certificates  of  need,  each  health 
systems  agency  in  such  State  shall  make  such  review  only  to  the 
extent  authorized  by  and  in  accordance  with  such  system. 

[(g)(1)  Except  as  provided  in  paragraph  (2),  each  health  systems 
agency  shall  review  on  a  periodic  basis  (but  at  least  every  five 
years)  at  least  those  institutional  and  home  health  services  which 
are  offered  in  the  health  service  area  of  the  agency  and  with  re- 
spect to  which  goals  have  been  established  in  the  State  health  plan 
and  shall  make  recommiendations  to  the  State  health  planning  and 
development  agency  designated  under  section  1521  for  each  State 
in  which  the  health  systems  agency's  health  service  area  is  located 
respecting  the  appropriateness  in  the  area  of  such  services. 

[(2)  A  health  systems  agency  shall  complete  its  initial  review  of 
health  services  within  three  years  after  the  date  of  the  agency's 
designation  under  section  1515(c). 

[(3)  In  making  the  appropriateness  review  required  by  para- 
graph (1)  of  a  health  service,  each  health  systems  agency  shall  at 
least  consider  the  need  for  the  service,  its  accessibility  and  avail- 
ability, financed  viability,  cost  effectiveness,  and  the  quality  of 
service  provided. 

[(h)(1)  Each  health  systems  agency  shall  collect  annually  on  a 
form  developed  in  consultation  with  the  State  health  planning  and 
development  agency  for  (or  agencies)  the  rates  charged  for  each  of 
the  twenty-five  most  frequently  used  hospital  services  in  the  State 
(or  States)  including  the  average  semiprivate  and  private  room 
rates. 

[(2)  Each  health  systems  agency  shall  make  available  to  the 
public  for  inspection  and  copying  (at  a  reasonable  expense  to  the 
public)  the  information  supplied  to  the  health  systems  agency  pur- 
suant to  this  subsection  in  readily  understandable  language  and  in 
a  manner  designed  to  facilitate  comparisons  among  the  hospitals  in 
the  health  systems  agency's  health  service  area. 
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[assistance  to  entities  desiring  to  be  designated  as  health 

SYSTEMS  agencies 

[Sec.  1514.  The  Secretary  shall  provide  all  necessary  technical 
and  other  nonfinancial  assistance  (including  the  preparation  of  pro- 
totype plans  of  organization  and  operation)  to  public  or  nonprofit 
private  entities  which — 

[(1)  express  a  desire  to  be  designated  as  health  systems 
agencies,  and 

[(2)  the  Secretary  determines  have  a  potential  to  meet  the 
requirements  of  a  health  systems  agency  specified  in  sections 
1512  and  1513. 

to  assist  such  entities  in  developing  applications  to  be  submitted  to 
the  Secretary  under  section  1515  and  otherwise  in  preparing  to 
meet  the  requirements  of  this  part  for  designation  as  a  health  sys- 
tems agency. 

[designation  of  health  systems  agencies 

[Sec.  1515.  (a)  At  the  earliest  practicable  date  after  the  estab- 
lishment under  section  1511  of  health  service  areas  (but  not  later 
than  eighteen  months  after  the  date  of  enactment  of  this  title)  the 
Secretary  shall  enter  into  agreements  in  accordance  with  this  sec- 
tion for  the  designation  of  health  systems  agencies  for  such  areas. 

[(b)(1)  The  Secretary  may  enter  into  agreements  with  entities 
under  which  the  entities  would  be  designated  as  the  health  systems 
agencies  for  health  service  areas  on  a  conditional  basis  with  a  view 
to  determining  their  ability  to  meet  the  requirements  of  section 
1512(b),  and  their  capacity  to  perform  the  functions  prescribed  by 
section  1513. 

[(2)  During  any  period  of  conditional  designation,  the  Secretary 
may  require  that  the  entity  conditionally  designated  meet  only 
such  of  the  requirements  of  section  1512(b)  and  perform  only  such 
of  the  functions  prescribed  by  section  1513  as  he  determines  such 
entity  to  be  capable  of  meeting  and  performing. 

[(3)  Any  agreement  under  which  any  entity  is  conditionally  des- 
ignated as  a  health  systems  agency  may  be  terminated  by  such 
entity  upon  ninety  days  notice  to  the  Secretary  or  by  the  Secretary 
upon  ninety  days  notice  to  such  entity  if  the  Secretary  determines, 
in  accordance  with  subsection  (c)(1)(B),  that  the  entity  is  not  com- 
plying with  the  provisions  of  such  agreement. 

[(4)  The  Secretary  may  not  enter  into  an  agi'eement  with  any 
entity  under  paragraph  (1)  for  conditional  designation  as  a  health 
systems  agency  for  a  health  service  area  until — 

[(A)  the  entity  has  submitted  an  application  for  such  desig- 
nation which  contains  assurances  satisfactory  to  the  Secretary 
that  upon  completion  of  the  period  of  conditional  designation 
the  applicant  will  be  organized  and  operated  in  the  manner  de- 
scribed in  section  1512(b)  and  will  be  qualified  to  perform  the 
functions  prescribed  by  section  1513; 

[(B)  a  plan  for  the  orderly  assumption  and  implementation 
of  the  functions  of  a  health  systems  agency  has  been  received 
from  the  applicant  and  approved  by  the  Secretary;  and 

[(C)  the  Secretary  has  consulted  with  the  Governor  of  each 
State  in  which  such  health  service  area  is  located  and  with 
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such  other  State  and  local  officials  as  he  may  deem  appropri- 
ate, with  respect  to  such  designation. 
In  considering  such  applications,  the  Secretary  shall  give  priority 
to  any  application  which  has  been  recommended  by  a  Governor  or 
a  Statewide  Health  Coordinating  Council  for  approval.  When  the 
Secretary  enters  into  an  agreement  with  an  entity  under  para- 
graph (1),  the  Secretary  shall  notify  the  Governor  of  the  State  in 
which  such  entity  is  located  of  such  agreement. 

[(c)(1)(A)  The  Secretary  shall  enter  into  an  agreement  with  an 
entity  for  its  designation  as  a  health  systems  agency  if,  on  the  basis 
of  an  application  under  paragraph  (2)  (and,  in  the  case  of  an  entity 
conditionally  designated,  on  the  basis  of  its  performance  during  a 
period  of  conditional  designation  under  subsection  (b)  as  a  health 
systems  agency  for  a  health  service  area),  the  Secretary  determines 
that  such  entity  is  cable  of  fulfilling,  in  a  satisfactory  manner,  the 
requirements  and  functions  of  a  health  systems  agency.  Any  such 
agreement  under  this  subsection  with  an  entity  may  be  renewed  in 
accordance  with  paragraph  (3),  shall  contain  such  provisions  re- 
specting the  requirements  of  sections  1512(b)  and  1513  and  such 
conditions  designed  to  carry  out  the  purpose  of  this  title,  as  the 
Secretary  may  prescribe,  and  shall  be  for  a  term  of  not  to  exceed 
thirty-six  months;  except  that,  prior  to  the  expiration  of  such  term, 
such  agreement  may  be  terminated — 

[(i)  by  the  entity  at  such  time  and  upon  such  notice  to  the 
Secretary  as  he  may  be  regulation  prescribe,  or 

[(ii)  by  the  Secretary  if  the  Secretary  determines,  in  accord- 
ance with  subparagraph  (B),  that  the  entity  is  not  complying 
with  the  provisions  of  such  agreement. 
A  designation  agreement  under  this  subsection  may  be  terminated 
by  the  Secretary  before  the  expiration  of  its  term  if  the  health 
service  area  with  respect  to  which  the  agreement  was  entered  into 
is  revised  under  section  1511(b)(4)  and  the  Secretary  determines, 
after  consultation  with  the  Governor  and  Statewide  Health  Coordi- 
nating Council  of  each  State  in  which  the  health  service  area  (as 
revised)  is  located,  that  the  health  systems  agency  designated 
under  such  agreement  cannot  effectively  carry  out  the  agreement 
for  the  area  (as  revised).  In  terminating  an  agreement  under  the 
preceding  sentence,  the  Secretary  may  provide  that  the  termina- 
tion not  take  effect  before  an  agreement  for  the  designation  of  a 
new  agency  takes  effect  and  shall  provide  the  agency  designated 
under  the  agreement  to  be  terminated  an  opportunity  to  terminate 
its  affairs  in  a  satisfactory  manner. 

[(B)  Before  the  Secretary  may  terminate,  under  subsection  (h)(3) 
or  subparagraph  (A)(ii)  of  this  paragraph,  an  agreement  with  an 
entity  for  conditional  designation  or  designation  as  the  health  sys- 
tems agency  for  a  health  service  area,  the  Secretary  shall— 

[(i)  consult  with  the  Governor  and  the  Statewide  Health  Co- 
ordinating Council  of  each  State  in  which  is  located  the  health 
service  area  respecting  the  proposed  termination, 

[(ii)  give  the  entity  notice  of  the  intention  to  terminate  the 
agreement  and  in  the  notice  specify  with  particularity  (I)  the 
basis  for  the  determination  of  the  Secretary  that  the  entity  is 
not  in  compliance  with  the  agreement,  and  (II)  the  actions  that 
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the  entity  should  take  to  come  into  compliance  with  the  agree- 
ment, and 

[(iii)  provide  the  entity  with  a  reasonable  opportunity  for  a 
hearing,  before  an  officer  or  employee  of  the  Department  of 
Health,  Education,  and  Welfare  designated  for  such  purpose, 
on  the  matter  specified  in  the  notice. 
The  Secretary  may  not  terminate  such  an  agreement  before  con- 
sulting with  the  National  Council  on  Health  Planning  and  Develop- 
ment respecting  the  proposed  termination.  Before  the  Secretary 
may  permit  the  term  of  an  agreement  under  subsection  (b)  or  this 
subsection  to  expire  without  renewing  the  agreement,  the  Secre- 
tary shall  make  the  consultations  prescribed  by  clause  (i)  and  the 
preceding  sentence,  give  the  entity  with  which  the  agreement  was 
made  notice  of  the  intention  not  to  renew  the  agreement  and  the 
reasons  for  not  renewing  the  agreement,  and  provide,  as  prescribed 
by  clause  (iii),  the  entity  an  opportunity  for  a  hearing  on  the 
matter  specified  in  the  notice. 

[(2)  The  Secretary  may  not  enter  into  an  agreement  with  any 
entity  under  paragraph  (1)  for  designation  as  a  health  systems 
agency  for  a  health  service  area  unless  the  entity  has  submitted  an 
application  to  the  Secretary  for  designation  as  a  health  systems 
agency,  and  the  Governor  of  each  State  in  which  the  area  is  locat- 
ed has  been  consulted  respecting  such  designation  of  such  entity. 
Such  an  application  shall  contain  assurances  satisfactory  to  the 
Secretary  that  the  applicant  meets  the  requirements  of  section 
1512(b)  and  is  qualified  to  perform  or  is  performing  the  functions 
prescribed  by  section  1513.  In  considering  such  applications,  the 
Secretary  shall  give  priority  to  any  application  which  has  been  rec- 
ommended by  a  Governor  or  a  Statewide  Health  Coordinating 
Council  for  approval. 

(3)(A)  An  agreement  under  this  subsection  for  the  designation  of 
a  health  systems  agency  may  be  renewed  by  the  Secretary  for  a 
period  not  to  exceed  thirty-six  months  if  upon  review  (as  provided 
in  section  1535)  of  the  agency's  operation  and  performance  of  its 
functions,  he  determines  that  it  has  fulfilled,  in  a  satisfactory 
manner,  the  functions  of  health  systems  agency  prescribed  by  sec- 
tion 1513  during  the  period  of  the  agreement  to  be  renewed  and 
continues  to  meet  the  requirements  of  section  1512(b). 

[(B)  If  upon  a  review  under  section  1535  of  the  agency's  oper- 
ation and  performance  of  its  functions  the  Secretary  determines 
that  it  has  not  fulfilled,  in  a  satisfactory  manner,  the  functions  of  a 
health  systems  agency  prescribed  by  section  1513  during  the  peroid 
of  the  agreement  to  be  renewed  or  does  not  continue  to  meet  the 
requirements  of  section  1512(b),  he  may  terminate  such  agreement 
or  return  such  agency  to  a  conditionally  designated  status  under 
subsection  (b).  The  Secretary  may  not  terminate  an  agreement  or 
return  an  agency  to  a  conditionally  designated  status  unless  the 
Secretary  has — 

[(i)  provided  the  agency  with  notice  of  his  intent  to  return  it 
to  a  conditional  status  or  terminate  the  agreement  with  the 
agency  and  included  in  that  notice  specification  of  any  func- 
tions which  the  Secretary  has  determined  the  agency  did  not 
satisfactorily  fulfill  and  of  any  requirements  which  the  Secre- 
tary has  determined  the  agency  has  not  met; 
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[(ii)  provided  the  agency  with  a  reasonable  opportunity  for  a 
hearing,  before  an  officer  or  employee  of  the  Department  of 
Health  Education,  and  Welfare  designated  for  such  purpose,  on 
the  action  proposed  to  be  taken  by  the  Secretary:  and 

[(iii)  in  the  case  of  a  proposed  termination  of  an  agreement, 
consulted  with  the  National  Council  on  Health  Planning  and 
Development  respecting  the  termination. 
[(4)  Before  renewing  an  agreement  with  a  health  systems  agency 
under  this  subsection  the  Secretary  shall  provide  the  State  health 
planning  and  development  agency  of  the  State  in  which  the  health 
systems  agency  is  located  an  opportunity  to  comment  on  the  per- 
formance of  such  agency  and  to  provide  a  recommendation  on 
whether  such  agreement  should  be  renewed  and  whether  the 
agency  should  be  returned  to  a  conditional  status  as  authorized  by 
paragraph  (3). 

[(5)  If  the  Secretary  enters  into  an  agi'eement  under  this  subsec- 
tion with  an  entity  or  renews  such  an  agreement,  the  Secretary 
shall  notify  the  Governor  of  the  State  in  which  such  entity  is  locat- 
ed of  the  agreement,  and  any  renewal  of  the  agreement. 

[(d)  If  a  designation  agreement  under  subsection  (b)  or  (c)  of  a 
health  systems  agency  for  a  health  service  area  is  terminated 
before  the  date  prescribed  for  its  expiration  or  is  not  renewed,  the 
Secretary  shall,  upon  application  and  in  accordance  with  subsec- 
tion (b)  or  (c)  (as  the  Secretary  determines  appropriate),  enter  into 
a  designation  agreement  with  an  entity  to  be  the  health  systems 
agency  for  such  area. 

[planning  grants 

[Sec.  1516  (a)  The  Secretary  shall  make  in  each  fiscal  year  a 
grant  to  each  health  systems  agency  with  which  there  is  in  effect  a 
designation  agreement  under  subsection  (b)  or  (c)  of  section  1515.  A 
grant  under  this  subsection  shall  be  made  on  such  conditions  (in- 
cluding submission  of  the  health  systems  agency's  budget)  as  the 
Secretary  determines  is  appropriate,  shall  be  used  by  a  health  sys- 
tems agency  for  compensation  of  agency  personnel,  collection  of 
data,  planning,  and  the  performance  of  the  functions  of  the  agency. 
Funds  under  a  grant  which  remain  available  for  obligation  at  the 
end  of  the  fiscal  year  in  which  the  grant  has  been  made  shall 
remain  available  for  obligation  in  the  succeeding  fiscal  year,  except 
that  (1)  no  funds  under  any  grant  to  an  agency  may  be  obligated  in 
any  period  in  which  a  designation  agreement  is  not  in  effect  for 
such  agency,  and  (2)  notwithstanding  clause  (1),  a  grant  made  to  a 
conditionally  designated  entity  with  which  the  Secretary  will  not 
enter  into  a  designation  agreement  under  section  1515(c)  shall  be 
available  for  obligation  for  such  additional  period  as  the  Secretary 
determines  such  entity  will  require  to  satisfactory  terminate  its  ac- 
ti\dties  under  the  agreement  for  its  conditional  designation.  A 
health  systems  agency  may  use  funds  under  a  grant  under  this 
subsection  to  make  payments  under  contracts  with  other  entities  to 
assist  the  health  systems  agency  in  the  performance  of  its  func- 
tions; but  it  shall  not  use  funds  under  such  a  grant  to  make  pay- 
ments under  a  grant  or  contract  with  another  entity  for  the  devel- 
opment or  delivery  of  health  services  or  resources. 
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[(b)  The  amount  of  any  grant  under  subsection  (a)  to  a  health 
systems  agency  designated  under  section  1515(b)  shall  be  deter- 
mined by  the  Secretary. 

[(c)  The  amount  of  a  grant  under  subsection  (a)  to  a  health  sys- 
tems agency  designated  under  section  1515(c)  shall  be  the  greater 
of  the  amount  determined  under  paragraph  (1),  (2),  or  (3)  as  follows: 
[(1)  The  amount  of  a  grant  to  a  health  systems  agency  shall 
be  the  lesser  of— 

[(A)  the  product  of  $0.60  and  the  population  of  the 
health  service  area  for  which  the  agency  is  designated,  or 
[(B)  $3,750,000. 

[(2)(A)  If  the  application  of  the  health  systems  agency  for 
such  grant  states  that  the  agency,  in  its  latest  fiscal  year 
ending  before  the  period  in  which  such  grant  will  be  available 
for  obligation,  collected  non-Federal  funds  meeting  the  require- 
ments of  subparagraph  (B)  for  the  purposes  for  which  such 
grant  shall  be  the  sum  of— 

[(i)  the  amount  determined  under  subparagraph  (A)  or 

(C),  whichever  is  applicable,  and 

[(ii)  the  lesser  of  the  amount  of  such  non-Federal  funds 

or  $200,000  or  the  product  of  $0.25  and  the  population  of 

the  health  service  area  for  which  the  agency  is  designated, 

whichever  is  greater. 
[(B)  The  non-Federal  funds  which  an  agency  may  use  for 
the  purpose  of  obtaining  a  grant  under  subsection  (a)  which  is 
computed  on  the  basis  of  the  formula  prescribed  by  subpara- 
graph (A)  shall  be  funds  which  are  not  paid  to  the  agency  for 
the  performance  of  particular  services  by  it  and  which  are  oth- 
erwise contributed  to  the  agency  without  conditions  as  to  their 
use  other  than  the  condition  that  the  funds  shall  be  used  for 
the  purposes  for  which  a  grant  made  under  this  section  may  be 
used. 

[(3)  The  amount  of  a  grant  to  a  health  systems  agency  may 
not  be  less  than — 

[(A)  in  the  case  of  a  grant  made  in  the  fiscal  year 
ending  September  30,  1979,  $175,000  and,  to  the  extent  ap- 
propriations are  specifically  made  after  October  1,  1979,  to 
provide  the  additional  amount  authorized  by  this  clause, 
an  amount  which  bears  the  same  ratio  to  $50,000  as  the 
number  of  days  beginning  in  the  period  beginning  on  Octo- 
ber 1,  1979,  and  ending  on  the  date  of  the  period  for  which 
the  grant  was  made  bears  to  365, 
t  [(B)  $225,000  in  the  case  of  a  grant  made  in  the  fiscal 

year  ending  September  30,  1980, 

[(C)  $245,000  in  the  case  of  a  grant  made  in  the  fiscal 
year  ending  September  30,  1981,  and 

[(D)  $100,000  in  the  case  of  a  grant  made  in  any  suc- 
ceeding fiscal  year. 
[(d)(1)  For  the  purpose  of  making  payments  pursuant  to  grants 
made  under  subsection  (a),  there  are  authorized  to  be  appropriated 
$60,000,000  for  the  fiscal  year  ending  June  30,  1975,  $90,000,000  for 
the  fiscal  year  ending  June  30,  1976,  $125,000,000  each  for  the 
fiscal  years  ending  September  30,  1977,  and  September  30,  1978, 
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$150,000,000  for  the  fiscal  year  ending  September  30,  1980,  and 
$165,000,000  for  the  fiscal  year  ending  September  30,  1981. 

[(2)  Of  the  amount  appropriated  under  paragraph  (1)  for  any 
fiscal  year,  the  Secretary  may  use  not  more  than  5  per  centum  of 
such  amount  to  increase  the  amount  of  grants  in  such  fiscal  year  to 
health  systems  agencies  under  subsection  (a)  to  assist  the  agencies 
in  meeting  extraordinary  expenses  (including  extraordinary  ex- 
penses resulting  from  an  agency's  health  service  area  being  located 
in  more  than  one  State  or  from  an  agency  serving  a  large  rural  or 
urban  medically  underserved  population  or  a  geographically  large 
health  service  area)  which  would  not  be  covered  under  the  amount 
of  a  grant  that  would  be  available  to  an  agency  under  subsection 
(c)  and  in  improving  their  performance  as  a  result  of  the  develop- 
ment and  implementation  of  innovative  health  planning  tech- 
niques. 

[(3)  Notwithstanding  subsection  (c),  if  the  total  of  the  amounts 
appropriated  under  paragraph  (1)  for  any  fiscal  year  (reduced  by 
the  amount  to  be  retained  by  the  Secretary  for  use  under  para- 
graph (2))  is  less  than  the  amount  required  to  make  grants  to  each 
health  systems  agency  designated  under  section  1515(c)  in  the 
amount  prescribed  for  such  agency  by  subsection  (c),  the  Secretary 
shall  make  a  pro  rata  reduction  in  the  amount  of  the  grant  to  each 
such  agency  as  follows: 

Q(A)  The  Secretary  shall  compute  the  amount  of  the  grant 
each  such  agency  would  be  entitled  to  receive  under  such  sub- 
section if  the  dollar  limit  prescribed  by  paragraph  (1)(B)  of 
such  subsection  did  not  apply. 

[(B)  The  Secretary  shall  reduce  on  a  pro  rata  basis  the 
amount  of  the  grant  to  each  such  agency  computed  under  sub- 
paragraph (A)  of  this  paragraph  so  that  the  total  amount  of 
such  grants  equals  the  total  of  the  amounts  appropriated  for 
such  fiscal  year  (as  so  reduced),  except  that — 

[(i)  the  amount  of  the  grant  to  any  such  agency  may  not 
exceed  $3,750,000, 

[(ii)  to  the  extent  of  available  appropriations,  no  such 
agency  shall  receive  a  grant  in  an  amount  less  than  the 
amount  prescribed  by  paragraph  (3)  of  subsection  (c)  for 
such  fiscal  year,  and 

[(iii)  if  the  total  of  the  appropriations  for  the  fiscal  year 
ending  September  30,  1982,  for  such  grants — 

[(I)  is  equal  to  or  greater  than  the  total  of  the  ap- 
propriations for  such  grants  for  the  preceding  fiscal 
year,  no  such  agency  shall  receive  a  grant  in  an 
amount  less  than  the  amount  of  the  grant  it  received 
in  such  preceding  fiscal  year  unless  the  population  of 
the  area  for  which  it  is  designated  has  decreased, 
unless  the  level  of  non-Federal  funds  on  which  its 
grant  is  computed  had  decreased,  or  unless  the 
amount  available  for  its  grant  is  decreased  because  of 
an  increase  in  the  minimum  grant  prescribed  by  sub- 
section (c)(3),  or 

[(II)  is  less  than  the  total  of  the  appropriations  for 
such  grants  for  the  preceding  fiscal  year,  no  such 
agency  shall  receive  a  grant  in  an  amount  greater 
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than  the  amount  of  the  grant  it  received  in  such  pre- 
ceding fiscal  year  unless  the  population  of  the  area  for 
which  it  is  designated  has  increased,  unless  the  level 
of  non-Federal  funds  on  which  its  grant  is  computed 
has  increased,  or  unless  the  amount  of  its  grant  is  in- 
creased under  subsection  (c)(3). 

[Part  C — State  Health  Planning  and  Development 

[designation  of  state  health  planning  and  development 

agencies 

[Sec.  1521.  (a)  For  the  purpose  of  the  performance  within  each 
State  of  the  health  planning  and  development  functions  prescribed 
by  section  1523,  the  Secretary  shall  enter  into  and  renew  agree- 
ments (described  in  subsection  (b))  for  the  designation  of  a  State 
health  planning  and  development  agency  for  each  State. 

[(b)(1)  A  designation  agreement  under  subsection  (a)  is  an  agree- 
ment with  the  Governor  of  a  State  for  the  designation  of  an  agency 
(selected  by  the  Governor)  of  the  government  of  that  State  as  the 
State  health  planning  and  development  agency  (hereinafter  in  this 
title  referred  to  as  the  "State  Agency'')  to  administer  the  State  ad- 
ministrative program  prescribed  by  section  1522  and  to  carry  out 
the  State's  health  planning  and  development  functions  prescribed 
by  section  1523.  The  Secretary  may  not  enter  into  such  an  agree- 
ment with  the  Governor  of  a  State  unless — 

[(A)  there  has  been  submitted  by  the  State  a  State  adminis- 
trative program  which  has  been  approved  by  the  Secretary, 

[(B)  an  application  has  been  made  to  the  Secretary  for  such 
an  agreement  and  the  application  contains  assurances  satisfac- 
tory to  the  Secretary  that  the  agency  selected  by  the  Governor 
for  designation  as  the  State  Agency  has  the  authority  and  re- 
sources to  administer  the  State  administrative  program  of  the 
State  and  to  carry  out  the  health  planning  and  development 
functions  prescribed  by  section  1523,  and 

[(C)  in  the  case  of  an  agreement  entered  into  under  para- 
graph (3),  there  has  been  established  for  the  State  a  Statewide 
Health  Coordinating  Council  meeting  the  requirements  of  sec- 
tion 1524. 

[(2)(A)  The  agreement  entered  into  with  a  Governor  of  a  State 
under  subsection  (a)  may  provide  for  the  designation  of  a  State 
Agency  on  a  conditional  basis  with  a  view  to  determining  the  ca- 
pacity of  the  designated  State  Agency  to  administer  the  State  ad- 
ministrative program  of  the  State  and  to  carry  out  the  health  plan- 
ning and  development  functions  prescribed  by  section  1523.  The 
Secretary  shall  require  as  a  condition  to  the  entering  into  of  such 
an  agreement  that  the  Governor  submit  on  behalf  of  the  agency  to 
be  designated  a  plan  for  the  agency's  orderly  assumption  and  im- 
plementation of  such  functions. 

[(B)  Any  agreement  with  a  Governor  of  a  State  entered  into 
under  subparagraph  (A)  may  be  terminated  by  the  Governor  upon 
ninety  days'  notice  to  the  Secretary  or  by  the  Secretary  upon 
ninety  days'  notice  to  the  Governor  if  the  Secretary  determines,  in 
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accordance  with  paragraph  (3)(B),  that  the  State  Agency  is  not  com- 
plying with  the  provisions  of  such  agreement. 

[(3)(A)  If,  on  the  basis  of  an  application  for  designation  as  a 
State  Agency  (and,  in  the  case  of  an  agency  conditionally  designat- 
ed under  paragraph  (2),  on  the  basis  of  its  performance  under  an 
agreement  with  a  Governor  of  a  State  entered  into  under  such 
paragraph),  the  Secretary  determines  that  the  agency  is  capable  of 
fulfilling,  in  a  satisfactory  manner,  the  responsibilities  of  a  State 
Agency,  he  shall  enter  into  an  agreement  with  the  Governor  of  the 
State  designating  the  agency  as  the  State  Agency  for  the  State.  No 
such  agreement  may  be  made  unless  an  application  therefor  is  sub- 
mitted to,  and  approved  by,  the  Secretary.  Any  such  agreement 
shall  be  for  a  term  of  not  to  exceed  thirty-six  months,  except  that, 
prior  to  the  expiration  of  such  term,  such  agreement  may  be  termi- 
nated— 

[(i)  by  the  Governor  at  such  time  and  upon  such  notice  to 
the  Secretary  as  he  may  by  regulation  prescribe,  or 

[(ii)  by  the  Secretary  if  the  Secretary  determines,  in  accord- 
ance with  subparagraph  (B),  that  the  designated  State  Agency 
is  not  complying  with  the  provisions  of  such  agreement. 
An  agreement  under  this  paragraph  shall  contain  such  provisions 
as  the  Secretary  may  require  to  assure  that  the  requirements  of 
this  part  respecting  State  Agencies  are  complied  with. 

[(B)  Before  the  Secretary  may  terminate  an  agreement  with  a 
designated  State  Agency  under  paragraph  (2)(C)  or  subparagraph 
(A)(ii)  of  this  paragraph,  the  Secretary  shall — 

[(i)  consult  with  the  Statewide  Health  Coordinating  Council 
of  the  State  for  which  the  State  Agency  is  designated  respect- 
ing the  proposed  termination, 

[(ii)  give  the  State  Agency  notice  of  the  intention  to  termi- 
nate the  agreement  and  in  the  notice  specify  with  particularity 
(I)  the  basis  for  the  determination  of  the  Secretary  that  the 
State  Agency  is  not  in  compliance  with  the  agreement,  and  (II) 
the  actions  that  the  State  Agency  should  take  to  come  into 
compliance  with  the  agreement,  and 

[(iii)  provide  the  State  Agency  with  a  reasonable  opportuni- 
ty for  a  hearing,  before  an  officer  or  employee  of  the  Depart- 
ment of  Health,  Education,  and  Welfare  designated  for  such 
purpose,  on  the  matter  specified  in  the  notice. 
The  Secretary  may  not  terminate  such  an  agreement  before  con- 
sulting with  the  National  Council  on  Health  Planning  and  Develop- 
ment respecting  the  proposed  termination.  Before  the  Secretary 
may  permit  the  term  of  an  agreement  under  paragraph  (2)  or  this 
paragraph  to  expire  without  renewing  the  agreement,  the  Secre- 
tary shall  make  the  consultations  prescribed  by  clause  (i)  and  the 
preceding  sentence,  give  the  State  Agency  with  which  the  agree- 
ment was  made  notice  of  the  intention  not  to  renew  the  agreement 
and  the  reasons  for  not  renewing  the  agreement,  and  provide,  as 
prescribed  by  clause  (iii),  the  State  Agency  an  opportunity  for  a 
hearing  on  the  matter  specified  in  the  notice. 

[(4)(A)  An  agreement  entered  into  under  paragraph  (3)  for  the 
designation  of  a  State  Agency  may  be  renewed  by  the  Secretary  for 
a  period  not  to  exceed  thirty-six  months  if  upon  a  review  under  sec- 
tion 1535  of  the  State  Agency's  operation  and  performance  of  its 
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function  he  determines  that  it  has  fulfilled,  in  a  satisfactory 
manner,  the  responsibilities  of  a  State  Agency  during  the  period  of 
the  agreement  to  be  renewed  and  if  the  applicable  State  adminis- 
trative program  continues  to  meet  the  requirements  of  section 
1522.  Before  renewing  an  agreement  under  this  paragraph  with  a 
State  Agency  for  a  State,  the  Secretary  shall  provide  each  health 
systems  agency  designated  for  a  health  service  area  located  (in 
whole  or  in  part)  in  such  State  and  the  Statewide  Health  Coordi- 
nating Council  of  such  State  an  opportunity  to  comment  on  the 
performance  of  the  State  Agency  and  to  provide  a  recommendation 
on  whether  such  agreement  should  be  renewed. 

[(B)  If  upon  a  review  under  section  1535  of  the  State  Agency's 
operation  and  performance  of  its  functions,  the  Secretary  deter- 
mines that  it  has  not  fulfilled,  in  a  satisfactory  manner,  the  respon- 
sibilities of  a  State  Agency  during  the  period  of  the  agreement  to 
be  renewed  or  if  the  applicable  State  administrative  program  does 
not  continue  to  meet  the  requirements  of  section  1522,  he  may  ter- 
minate such  agreement  or  return  the  State  Agency  to  a  condition- 
ally designated  status  under  paragraph  (2)  of  subsection  (b).  The 
Secretary  may  not  terminate  an  agreement  or  return  a  State 
Agency  to  a  conditionally  designated  status  unless  the  Secretary 
has — 

[(i)  provided  the  State  Agency  with  notice  of  his  intent  to 
return  it  to  a  conditional  status  or  terminate  the  agreement 
with  it  and  included  in  that  notice  specification  of  any  func- 
tions which  the  Secretary  has  determined  the  State  Agency  did 
not  satisfactorily  fulfill  and  of  any  requirements  which  the 
Secretar}^  has  determined  it  has  not  met; 

[(ii)  provided  the  State  Agency  with  a  reasonable  opportuni- 
ty for  a  hearing,  before  an  officer  or  employee  of  the  Depart- 
ment of  Health,  Education,  and  Welfare  designated  for  such 
purpose,  on  the  action  proposed  to  be  taken  by  the  Secretary; 
and 

[(iii)  in  the  case  of  a  proposed  termination,  consulted  with 
the  National  Council  on  Health  Planning  and  Development  re- 
specting the  termination. 
[(c)  If  a  designation  agreement  with  the  Governor  of  a  State  en- 
tered into  under  subsection  (b)(2)  or  (b)(3)  is  terminated  before  the 
date  prescribed  for  its  expiration,  the  Secretary  shall,  upon  applica- 
tion and  in  accordance  with  subsection  (b)(2)  or  (b)(3)  (as  the  Secre- 
tary determines  appropriate),  enter  into  another  agreement  with  the 
Governor  for  the  designation  of  a  State  Agency. 

[state  administrative  program 

[Sec.  1522.  (a)  A  State  administrative  program  (hereinafter  in 
this  section  referred  to  as  the  ''State  Program")  is  a  program  for 
the  performance  within  the  State  by  its  State  Agency  of  the  func- 
tions prescribed  by  section  1523.  The  Secretary  may  not  approve  a 
State  Program  for  a  State  unless  it — 

[(1)  meets  the  requirements  of  subsection  (b); 
[(2)  has  been  submitted  to  the  Secretary  by  the  Governor  of 
the  State  at  such  time  and  in  such  detail,  and  contains  or  is 
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accompanied  by  such  information,  as  the  Secretary  deems  nec- 
essary; and 

[(3)  has  been  submitted  to  the  Secretary  only  after  the  Gov- 
ernor of  the  State  has  afforded  to  the  general  public  of  the 
State  a  reasonable  opportunity  for  a  presentation  of  views  on 
the  State  Program. 
[(b)  The  State  Program  of  a  State  must— 

[(1)  provide  for  the  performance  within  the  State  (after  the 
designation  of  a  State  Agency  and  in  accordance  with  the  des- 
ignation agreement)  of  the  functions  prescribed  by  section  1523 
and  specify  the  State  Agency  of  the  State  as  the  sole  agency 
for  the  performance  of  such  functions  (except  as  provided  in 
subsection  (b)  of  such  section)  and  for  the  administration  of  the 
State  Program; 

[(2)  contain  or  be  supported  by  satisfactory  evidence  that 
the  State  Agency  has  under  State  law  the  authority  to  carry 
out  such  functions  and  the  State  Program  in  accordance  with 
this  part  and  contain  a  current  budget  for  the  operation  of  the 
State  Agency; 

[(3)  provide  for  adequate  consultation  with,  and  authority 
for,  the  Statewide  Health  Coordinating  Council  (prescribed  by- 
section  1524),  in  carrying  out  such  functions  and  the  State  Pro- 
gram; 

[(4)(A)  set  forth  in  such  detail  as  the  Secretary  may  pre- 
scribe the  qualifications  for  personnel  having  responsibilities 
in  the  performance  of  such  functions  and  the  State  Program, 
and  require  the  State  Agency  to  have  a  professional  staff  for 
planning  and  a  professional  staff  for  development,  which  staffs 
shall  be  of  such  size  and  meet  such  qualifications  as  the  Secre- 
tary may  prescribe; 

[(B)  provide  for  such  methods  of  administration  as  are  found 
by  the  Secretary  to  be  necessary  for  the  proper  and  efficient 
administration  of  such  functions  and  the  State  Program,  includ- 
ing methods  relating  to  the  establishment  and  maintenance  of 
personnel  standards  on  a  merit  basis  consistent  with  such 
standards  as  are  or  may  be  established  by  the  Civil  Service 
Commission  under  section  208(a)  of  the  Intergovernmental  Per- 
sonnel Act  of  1970  (Public  Law  91-648),  but  the  Secretary  shall 
exercise  no  authority  with  respect  to  the  selection,  tenure  of 
office,  and  compensation  of  any  individual  employed  in  accord- 
ance with  the  methods  relating  to  personnel  standards  on  a 
merit  basis  established  and  m.aintained  in  conformity  with  this 
paragraph; 

[(5)  require  the  State  Agency  to  perform  its  functions  in  ac- 
cordance with  procedures  and  criteria  established  and  pub- 
lished by  it,  which  procedures  and  criteria  shall  conform  to  the 
requirements  of  section  1532  and  contain  provisions  to  assure 
compliance  with  requests  for  information  made  by  health  sys- 
tems agencies  in  accordance  with  section  1513(h); 

[(6)  require  the  State  Agency  to  (A)  hold  in  public  meetings 
to  conduct  the  business  of  the  State  Agency  (other  than  any 
part  of  a  meeting  in  which  it  is  likely,  as  determined  by  the 
State  Agency,  that  information  respecting  the  performance  or 
remuneration  of  an  employee  of  the  agency  will  be  disclosed 
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and  such  a  disclosure  would  constitute  a  clearly  unwarranted 
invasion  of  the  personal  privacy  of  the  emploj^ee  or  that  infor- 
mation relating  to  the  agency's  participation  in  a  judicial  pro- 
ceeding will  be  disclosed),  (B)  give  adequate  notice  to  the  public 
of  such  meetings,  and  (C)  make  records  and  data  of  the  agency 
(other  than  records  or  data  respecting  the  performance  or  re- 
muneration of  an  employee  the  disclosure  of  which  would  con- 
stitute a  clearly  unwarranted  invasion  of  the  personal  privacy 
of  the  employee  and  records  or  data  of  the  agency  relating  to 
its  participation  in  a  judicial  proceeding)  available,  upon  re- 
quest, to  the  public; 

i;(7)(A)  provide  for  the  coordination  (in  accordance  with  reg- 
ulations of  the  secretary)  with  the  cooperative  system  provided 
for  under  section  306(e)  of  the  activities  of  the  State  Agency  for 
the  collection,  retrieval,  analysis,  reporting,  and  publication  of 
statistical  and  other  information  related  to  health  and  health 
care  and  for  the  coordination  by  the  State  Agency  in  the  con- 
duct of  its  activities  with  any  entity  of  the  State  which  reviews 
the  rates  or  budgets  of  health  care  facilities  in  the  State,  (B) 
require  providers  of  health  care  doing  business  in  the  State  to 
make  statistical  and  other  reports  of  such  information  to  the 
State  Agency,  and  (C)  provide  for  consultation  and  coordina- 
tion (in  accordance  with  regulations  of  the  Secretary)  between 
the  State  Agency,  the  Statewide  Health  Coordinating  Council, 
the  State  mental  health  authority,  and  other  agencies  of  the 
State  government  designated  by  the  Governor; 

[(8)  provide,  in  accordance  with  methods  and  procedures 
prescribed  or  approved  by  the  Secretary,  for  the  evaluation,  at 
least  annually,  of  the  performance  by  the  State  Agency  of  its 
functions  and  of  their  economic  effectiveness; 

[(9)  provide  that  the  State  Agency  will  from  time  to  time, 
and  in  any  event  not  less  often  than  annually,  review  the  State 
Program  and  submit  to  the  Secretary  required  modifications; 

[(10)  require  the  State  Agency  to  (A)  assemble  and  report  to 
the  Secretary  data  (other  than  data  which  is  regularly  collect- 
ed by  any  entity  of  the  Department  of  Health,  Education,  and 
Welfare  under  a  provision  of  law  other  than  this  title)  which 
the  Secretary  may  require  to  carry  out  his  responsibilities 
under  section  1501(e),  including  data  on  the  personnel,  facili- 
ties, and  other  resources  needed  to  meet  the  goals  set  forth  in 
the  State  health  plan,  and  (B)  make  such  reports,  in  such  form 
and  containing  such  information,  concerning  its  structure,  op- 
erations, performance  of  functions,  and  other  matters  as  the 
Secretary  may  from  time  to  time  require,  and  keep  such 
records  and  afford  such  access  thereto  as  the  Secretary  may 
find  necessary  to  verify  such  reports; 

[(11)  require  the  State  Agency  to  provide  for  such  fiscal  con- 
trol and  fund  accounting  procedures  as  the  Secretary  may  re- 
quire to  assure  proper  disbursement  of,  and  accounting  for, 
amounts  received  from  the  Secretary  under  this  title; 

[(12)  permit  the  Secretary  and  the  Comptroller  General  of 
the  United  States,  or  their  representatives,  to  have  access  for 
the  purpose  of  audit  and  examination  to  any  books,  documents, 
papers,  and  records  of  the  State  Agency  pertinent  to  the  dispo- 
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sition  of  amounts  received  from  the  Secretary  under  this  title; 
and 

[(13)  provide  that  if  the  State  Agency  makes  a  decision  in 
the  performance  of  a  function  under  paragraph  (4),  (5),  or  (6)  of 
section  1523(a)  or  under  title  XVI  which  is  inconsistent  with  a 
recommendation  made  under  subsection  (f)  or  (g)  of  section 
1513  by  a  health  systems  agency  within  the  State — 

[(A)  such  decision  (and  the  record  upon  which  it  was 
made)  shall,  upon  request  of  the  health  systems  agency,  be 
reviewed  in  a  timely  manner,  under  an  appeals  mecha- 
nism consistent  with  State  law  governing  the  practices  and 
procedures  of  administrative  agencies,  or,  if  there  is  no 
such  State  law,  by  an  agency  of  the  State  (other  than  the 
State  health  planning  and  development  agency)  designated 
by  the  Governor,  and 

[(B)  the  decision  of  the  reviewing  agency  under  subpara- 
graph (A)  shall  for  purposes  of  this  title  and  title  XVI  be 
considered  the  decision  of  the  State  health  planning  and 
development  agency. 
[(c)  The  Secretary  shall  approve  any  State  Program  and  any 
modification  thereof  which  complies  with  subsections  (a)  and  (b). 
The  Secretary  shall  review  for  compliance  with  the  reqirements  of 
this  part  the  specifications  of  and  operations  under  each  State  Pro- 
gram approved  by  him.  Such  review  shall  be  conducted  not  less 
often  than  once  every  three  years. 

[state  health  planning  and  development  functions 

[Sec.  1523.  (a)  Each  State  Agency  of  a  State  designated  under 
section  1521(b)(3)  shall,  except  as  authorized  under  subsection  (b). 
perform  within  the  State  the  following  functions: 

[(1)(A)  Conduct  the  health  planning  activities  of  the  State 
and  implement  those  parts  of  the  State  health  plan  (except  as 
provided  under  section  1524(c)(2)(E))  and  the  plans  of  the 
health  systems  agencies  within  the  State  which  relate  to  the 
government  of  the  State,  and  (B)  determine  the  statewide 
health  needs  of  the  State  after  providing  reasonable  opportuni- 
ty for  the  submission  of  written  recommendations  respecting 
such  needs  by  the  State  health  authority,  the  State  mental 
health  authority,  and  other  agencies  of  the  State  government, 
designated  by  the  Governor  for  the  purpose  of  making  such 
recommendations,  and  after  consulting  with  the  Statewide 
Health  Coordinating  Council. 

[(2)  Prepare,  review  at  least  triennially,  and  revise  as  neces- 
sary a  preliminary  State  health  plan  which  shall  be  made  up 
of  the  HSP's  of  the  health  systems  agencies  within  the  State. 
In  carrying  out  its  functions  under  this  paragraph,  the  State 
Agency  shall  refer  the  HSP's  to  the  State  health  authority,  the 
State  mental  health  authority,  and  other  agencies  of  the  State 
government  (designated  by  the  Governor  to  make  the  review 
prescribed  by  this  sentence)  to  review  the  goals  and  related  re- 
source requirements  of  the  HSP's  and  to  make  written  recom- 
mendations to  the  State  Agency  respecting  such  goals  and  re- 
quirements. Such  preliminary  plan  may,  as  found  necessary  by 
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the  State  Agency,  contain  such  revisions  of  such  HSP's  to 
achieve  their  appropriate  coordination  or  to  deal  more  effec- 
tively with  statewide  health  needs  determined  under  para- 
graph (1)(B).  Such  preliminary  plan  shall  be  submitted  to  the 
Statewide  Health  Coordinating  Council  of  the  State  for  approv- 
al or  disapproval  and  for  use  in  developing  the  State  health 
plan  referred  to  in  section  1524(c). 

[(3)  Assist  the  Statewide  Health  Coordinating  Council  of  the 
State  in  the  performance  of  its  functions  generally. 

[(4)(A)  Serve  as  the  designated  planning  agency  of  the  State 
for  the  purposes  of  section  1122  of  the  Social  Security  Act  if 
the  State  has  made  an  agreement  pursuant  to  such  section, 
and  (B)  administer  a  State  certificate  of  need  program  which 
applies  to  the  obligation  of  capital  expenditures  within  the 
State  and  the  offering  within  the  State  of  new  institutional 
health  services  and  the  acquisition  of  major  medical  equipment 
and  which  is  consistent  with  standards  established  by  the  Sec- 
retary by  regulation.  A  certificate  of  need  program  shall  pro- 
vide for  procedures  and  penalties  to  enforce  the  requirements 
of  the  program.  The  State  Agency  of  a  State  may  establish  a 
system  describing  the  extent  to  which  and  the  manner  in 
which  health  systems  agencies  may  review  applications  for  cer- 
tificates of  need.  Under  such  system  applications  for  certifi- 
cates of  need  which  are  of  the  same  or  similar  type  shall  be 
reviewed  in  the  same  manner.  In  performing  its  functions 
under  this  paragraph  the  State  Agency  shall  consider  recom- 
mendations made  bv  health  systems  agencies  under  section 
1513(f). 

[(5)  After  consideration  of  recommendations  submitted  by 
health  systems  agencies  under  section  1513(f)  respecting  new 
institutional  health  services  proposed  to  be  offered  within  the 
State,  make  findings  as  to  the  need  for  such  services. 

[(6)  Review,  to  the  extent  feasible  and  on  a  periodic  basis 
(but  not  less  often  than  every  five  years)  at  least  those  institu- 
tional and  home  health  services  which  are  offered  in  the  State 
and  with  respect  to  which  goals  have  been  established  in  the 
State  health  plan  and,  after  consideration  of  recommendations 
submitted  by  health  systems  agencies  under  section  1513(g)  re- 
specting the  appropriateness  of  such  services,  make  public  its 
findings.  In  making  the  appropriateness  review  required  by 
this  paragraph  of  a  health  service,  the  State  Agency  shall  at 
least  consider  the  need  for  the  service,  its  accessibility  and 
availability,  financial  viability,  cost  effectiveness,  and  the  qual- 
ity of  service  provided. 

[(7)  Prepare  an  inventory  of  the  health  care  facilities  (other 
than  Federal  health  care  facilities)  located  in  the  State  and 
evaluate  on  an  ongoing  basis  the  physical  condition  of  such  fa- 
cilities. Such  inventory  and  evaluations  shall  be  reported  to 
the  health  systems  agencies  designated  for  health  service  areas 
located  (in  whole  or  in  part)  in  the  State  for  purposes  of  the 
functions  of  the  agency  under  section  1513(b). 

[(8)  Provide  technical  assistance  to  individuals  and  public 
and  private  entities  in  obtaining  and  filling  out  the  necessary 
forms  for  the  development  of  projects  and  programs. 
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If  in  determining  the  statewide  health  needs  under  paragraph 
(1)(B)  or  in  preparing  or  revising  a  preliminary  State  health  plan 
under  paragraph  (2)  the  State  Agency  does  not  take  an  action  pro- 
posed in  a  recommendation  submitted  under  the  applicable  para- 
graph, the  State  Agency  shall  when  publishing  such  needs  or 
health  plan  make  available  to  the  public  a  written  statement  of  its 
reasons  for  not  taking  such  action. 

n  (b)(1)  Any  function  described  in  subsection  (a)  may  be  per- 
formed by  another  agency  of  the  State  government  upon  request  of 
the  Governor  under  an  agreement  with  the  State  Agency  satisfac- 
tory to  the  Secretary. 

[(2)  The  requirement  of  paragraph  (4)(B)  of  subsection  (a)  shall 
not  apply  to  a  State  Agency  of  a  State  until  the  expiration  of  the 
first  regular  session  of  the  legislature  of  such  State  which  begins 
after  the  date  of  enactment  of  this  title. 

[(3)  A  State  Agency  shall  complete  its  findings  with  respect  to 
the  appropriateness  of  any  existing  institutional  health  service 
within  one  year  after  the  date  a  health  systems  agency  has  made 
its  recommendation  under  section  1513(g)  with  respect  to  the  ap- 
propriateness of  the  service. 

[(c)  If  a  State  Agency  makes  a  decision  in  carrying  out  a  func- 
tion described  in  paragraph  (4),  (5),  or  (6)  of  subsection  (a)  which  is 
not  consistent  with  the  goals  of  the  applicable  HSP  or  the  priorities 
of  the  applicable  AIP,  the  State  Agency  shall  submit  to  the  appro- 
priate health  systems  agency  a  detailed  statement  of  the  reasons 
for  the  inconsistency. 

[statewide  health  coordinating  council 

[Sec.  1524.  (a)  State  health  planning  and  development  agency 
designated  under  section  1521  shall  be  advised  by  a  Statewide 
Health  Coordinating  Council  (hereinafter  in  this  section  referred  to 
as  the  ''SHCC")  which  (1)  is  organized  in  the  manner  described  by 
subsection  (b),  and  (2)  performs  the  functions  listed  in  subsection 
(0. 

[(b)(1)  A  SHCC  of  a  State  shall  be  composed  in  the  following 
manner: 

[(A)(i)  A  SHCC  shall  have  no  fewer  than  sixteen  representa- 
tives (or  if  the  number  of  representatives  on  the  SHCC  to 
which  health  systems  agencies  are  entitled  under  the  second 
sentence  of  clause  (iii)  is  less  than  sixteen,  no  fewer  than  the 
number  to  which  they  are  entitled)  appointed  by  the  Governor 
of  the  State  from  lists  of  nominees  submitted  to  the  Governor 
by  each  of  the  health  systems  agencies  designated  for  health 
service  areas  which  fall,  in  whole  or  in  part,  within  the  State. 
Each  agency  shall  submit  a  number  of  nominees  to  the  Gover- 
nor which  is  at  least  twice  the  number  of  representatives  on 
the  SHCC  to  which  the  agency  is  entitled. 

[(ii)  Each  such  health  systems  agency  shall  be  entitled  to 
the  same  number  of  representatives  on  the  SHCC,  except  that 
the  number  of  representatives  on  the  SHCC  to  which  a  health 
systems  agency  designated  for  a  health  service  area  which  is 
not  entirely  within  the  State  shall  be  a  number  which  is  based 
on  the  relationship  of  the  population  of  the  portion  of  such 
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health  service  area  within  the  State  to  the  population  of  the 
largest  health  service  area  located  entirely  within  the  State, 
except  that  each  such  agency  shall  be  entitled  to  at  least  one 
representative  on  the  SHCC. 

[(iii)  Except  as  otherwise  provided  in  clause  (ii)  and  this 
clause,  each  such  health  systems  agency  shall  be  entitled  to  at 
least  two  representatives  on  the  SHCC.  If  there  are  more  than 
ten  health  systems  agencies  within  a  State,  each  health  sys- 
tems agency  within  such  State  shall  be  entitled  to  at  least  one 
representative  on  the  SHCC.  Of  the  representatives  of  health 
systems  agencies  on  the  SHCC,  not  less  than  one-half  shall  be 
individuals  who  are  consumers  of  health  care  and  who  are  not 
providers  of  health  care. 

[(B)  In  addition  to  the  appointments  made  under  subpara- 
graph (A),  the  Governor  of  the  State  may  appoint  such  persons 
(including  State  officials,  public  elected  officials,  and  other  rep- 
resentatives of  governmental  authorities  within  the  State)  to 
serve  on  the  SHCC  as  he  deems  appropriate;  except  that  (i)  the 
number  of  persons  appointed  to  the  SHCC  under  this  subpara- 
graph may  not  exceed  40  per  centum  of  the  total  membership 
of  the  SHCC,  and  (ii)  a  majority  of  the  persons  appointed  by 
the  Governor  shall  be  consumers  of  health  care  who  are  not 
also  providers  of  health  care. 

[(C)  Not  less  than  one-half  of  the  providers  of  health  care 
who  are  members  of  a  SHCC  shall  be  direct  providers  of  health 
care  (as  described  in  section  1531(3)). 

[(D)  Where  one  or  more  hospitals  or  other  health  care  facili- 
ties of  the  Veterans'  Administration  are  located  in  a  State,  the 
SHCC  shall,  in  addition  to  the  appointed  members,  include,  as 
a  nonvoting,  ex  officio  member,  an  individual  whom  the  Chief 
Medical  Director  of  the  Veterans'  Administration  shall  have 
designated  as  a  representative  of  such  facilities. 

[(E)  Members  of  the  SHCC  who  are  consumers  of  health 
care  and  who  are  not  providers  of  health  care  shall  include  in- 
dividuals who  represent  rural  and  urban  medically  under- 
served  populations  if  such  populations  exist  in  the  State. 
[(2)  The  Governor  may  select,  by  and  with  the  advice  and  con- 
sent of  the  State  senate,  or,  in  the  case  of  a  State  with  a  unicamer- 
al legislature,  of  the  State  legislature,  the  chairman  of  the  SHCC 
from  among  the  members  of  the  SHCC.  If  the  Governor  does  not 
select  the  chairman,  the  SHCC  shall  select  the  chairman  from 
among  its  members. 

[(3)  The  SHCC  shall  conduct  all  of  its  business  meetings  in 
public,  and  shall  meet  at  least  once  in  each  calendar  quarter  of  a 
year. 

[(c)  A  SHCC  shall  perform  the  following  functions: 

[(1)  Establish  (in  consultation  with  the  health  systems  agen- 
cies in  the  State  and  the  State  Agency)  a  uniform  format  for 
HSP's  and  review  and  coordinate  at  least  triennially  the  HSP 
and  review  at  least  annually  the  AIP  of  each  health  systems 
agency  within  the  State  and  report  to  the  Secretary,  for  pur- 
poses of  his  review  under  section  1535(c),  its  comments  on  such 
HSP  and  AIP. 
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[(2)(A)  Prepare,  review  at  least  triennially,  and  revise  as 
necessary  a  State  health  plan  which  shall  be  made  up  of  the 
HSP's  of  the  health  systems  agencies  within  the  State.  Such 
plan  may,  as  found  necessary  by  the  SHCC,  contain  revisions 
of  such  HSP's  to  achieve  their  appropriate  coordination  or  to 
deal  more  effectively  with  statewide  health  needs  as  deter- 
mined by  the  State  Agency  of  the  State.  The  plan  shall  also 
describe  the  institutional  health  services  (as  defined  in  section 
1531(5))  needed  to  provide  for  the  well-being  of  persons  receiv- 
ing care  within  the  State,  including,  at  a  minimum,  acute  inpa- 
tient (including  psychiatric  inpatient,  obstetrical  inpatient,  and 
neonatal  inpatient),  rehabilitation,  and  long-term  care  services; 
and  also  describe  other  health  services  needed  to  provide  for 
the  well-being  of  persons  receiving  care  within  the  State,  in- 
cluding, at  a  minimum,  preventive,  ambulatory,  and  home 
health  services  and  treatment  for  alcohol  and  drug  abuse.  The 
plan  shall  also  describe  the  number  and  type  of  resources,  in- 
cluding facilities,  personnel,  major  medical  equipment,  and 
other  resources  required  to  meet  the  goals  of  the  plan  and 
shall  state  the  extent  to  which  existing  health  care  facilities 
are  in  need  of  modernization,  conversion  to  other  uses,  or  clo- 
sure and  the  extent  to  which  new  health  care  facilities  need  to 
be  constructed  or  acquired.  Each  health  systems  agency  w^hich 
participates  in  the  SHCC  shall  make  available  to  the  SHCC  its 
HSP  for  integration  into  the  State  health  plan  and  shall,  as  re- 
quired by  the  SHCC,  revise  its  HSP  to  achieve  appropriate  co- 
ordination with  the  HSP's  of  the  other  agencies  which  partici- 
pate in  the  SHCC  or  to  deal  more  effectively  with  statewide 
health  needs  as  determined  by  the  State  Agency  of  the  State. 

[(B)  In  the  preparation  and  revision  of  the  State  health 
plan,  the  SHCC  shall  review  and  consider  the  preliminary 
State  health  plan  submitted  by  the  State  Agency  under  section 
1523(a)(2),  and  shall  conduct  a  public  hearing  on  the  plan  as 
proposed  and  shall  give  interested  persons  an  opportunity  to 
submit  their  views  orally  and  in  writing.  Not  less  than  thirty 
days  prior  to  any  such  hearing,  the  SHCC  shall  publish  in  at 
least  two  newspapers  of  general  circulation  in  the  State  a 
notice  of  its  consideration  of  the  proposed  plan,  the  time  and 
place  of  the  hearing,  the  place  at  which  interested  persons  may 
consult  the  plan  in  advance  of  the  hearing,  and  the  place  and 
period  during  which  to  direct  written  comment  to  the  SHCC  on 
the  plan.  If  in  preparing  or  revising  the  State  health  plan  the 
SHCC  does  not  take  an  action  proposed  in  a  recomm_endation 
submitted  under  section  1523(a)(1)(B),  the  SHCC  shall  when 
publishing  such  plan  make  available  to  the  public  a  written 
statement  of  its  reasons  for  not  taking  such  action. 

[(C)  The  State  health  plan  or  any  revised  State  health  plan 
approved  by  the  SHCC  shall  be  the  State  health  plan  for  the 
State  for  purposes  of  this  title  after  it  is  approved  by  the  Gov- 
ernor of  the  State.  The  State  health  plan  for  a  State  may  be 
disapproved  by  the  Governor  of  the  State  only  if  the  Governor 
determines  that  the  plan  does  not  effectively  meet  the  state- 
wide health  needs  of  the  State  as  determined  by  the  State 
Agency  for  the  State.  In  disapproving  a  State  health  plan,  a 
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Governor  shall  make  public  a  detailed  statement  of  the  basis 
for  the  determination  that  the  plan  does  not  meet  such  needs 
and  shall  specify  the  changes  in  the  plan  which  the  Governor 
determines  are  needed  to  meet  such  needs.  Subparagraph  (B) 
does  not  apply  to  the  preparation  of  revisions  of  a  State  health 
plan  disapproved  by  a  Governor. 

E(D)  In  carrying  out  its  functions  with  respect  to  the  goals 
and  resource  requirements  for  mental  health  services  of  the 
State  health  plan,  the  SHCC  may  establish  a  procedure  under 
which  persons  (acting  as  or  as  part  of  an  advisory  group  or  sub- 
committee appointed  by  the  SHCC)  knowledgeable  about 
mental  health  services  (including  services  for  alcohol  and  drug 
abuse)  will  have  the  opportunity  to  make  recommendations  to 
the  SHCC  respecting  such  services. 

[(E)  The  State  health  authority,  the  State  mental  health  au- 
thority, and  other  agencies  of  the  State  government,  designat- 
ed by  the  Governor,  shall  carry  out  those  parts  of  the  State 
health  plan  which  relate  to  the  government  of  the  State. 

[(F)  If  a  State  health  plan  as  required  by  this  subsection  is 
not  in  effect  for  a  State,  the  Secretary  may  not  make  any 
grant  under  section  1525  to  the  State  Agency  designated  for 
such  State  under  section  1521(b)(3). 

[(3)  Review  annually  the  budget  of  each  such  health  systems 
agency  and  report  to  the  Secretary,  for  purposes  of  his  review 
under  section  1535(a),  its  comments  on  such  budget. 

[(4)  Review  applicatons  submitted  by  such  health  systems 
agencies  for  grants  under  sections  1516  and  1640  and  report  to 
the  Secretary  its  comments  on  such  applications. 

[(5)  Advise  the  State  Agency  of  the  State  generally  on  the 
performance  of  its  functions. 

[(6)  Review  annually  and  recommend  approval  or  disapprov- 
al of  (A)  any  State  plan  and  any  application  (and  any  revision 
of  a  State  plan  or  application)  submitted  to  the  Secretary  as  a 
condition  to  the  receipt  of  any  funds  under  allotments  made  to 
States  under  this  Act,  and  (B)  any  application  (and  any  revi- 
sion of  an  application)  submitted  to  the  Secretary  by  a  State 
for  a  grant  or  contract  under  any  provision  of  law  referred  to 
in  clause  (A)  for  projects  in  more  than  one  health  service  area 
of  the  State.  Notwithstanding  any  other  provision  of  this  Act 
or  any  other  Act  referred  to  in  the  preceding  sentence,  the  Sec- 
retary shall  allow  a  SHCC  sixty  days  to  make  the  review  re- 
quired by  such  sentence.  If  a  SHCC  recommends  disapproval  of 
such  a  plan  or  application,  the  Secretary,  after  making  a  find- 
ing that  such  plan  or  application  is  not  in  conformity  with  the 
State  health  plan,  may  not  make  Federal  funds  available 
under  such  State  plan  or  application.  If  the  Secretary  makes 
such  a  funding,  he  shall  notify  the  Governor  of  his  finding  and 
the  reasons  therefor  and  advise  him  that  he  has  thirty  days  in 
which  to  submit  a  revised  State  plan  or  application  that  con- 
forms with  the  State  health  plan.  If  after  reviewing  a  recom- 
mendation of  a  SHCC  to  disapprove  such  State  plan  or  applica- 
tion, the  Secretary  decides  to  make  such  funds  available,  the 
decision  by  the  Secretary  to  make  such  funds  available  shall  be 
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submitted  to  the  SHCC  and  shall  contain  a  detailed  statement 

of  the  reasons  for  the  decision. 
[(d)  No  individual  who  as  a  member  or  employee  of  a  SHCC 
shall,  by  reason  of  his  performance  of  any  duty,  function,  or  activi- 
ty required  of,  or  authorized  to  be  undertaken  by,  the  SHCC,  be 
liable  for  payment  of  damages  under  any  law  of  the  United  States 
or  any  State  (or  political  subdivision  of  a  State)  if  he  believed  he 
was  acting  within  the  scope  of  his  duty,  function,  or  activity  as 
such  a  member  of  employee,  and  acted,  with  respect  to  that  per- 
formance, without  gross  negligence  or  malice  toward  any  person  af- 
fected by  it. 

[(e)  No  member  of  any  SHCC  may,  in  the  exercise  of  any  func- 
tion of  the  SHCC  described  in  subsection  (c)(6),  vote  on  any  matter 
before  the  SHCC  respecting  any  individual  or  entity  with  which 
such  member  has  (or,  within  the  twelve  months  preceding  the  vote, 
had)  any  substantial  ownership,  employment,  medical  staff,  fiduci- 
ary, contractual,  creditor,  or  consultative  relationship.  Each  SHCC 
shall  require  each  of  its  members  who  has  or  has  had  such  a  rela- 
tionship with  an  individual  or  entity  involved  in  any  matter  before 
the  SHCC  to  make  a  written  disclosure  of  such  relationship  before 
any  action  is  taken  by  the  SHCC  with  respect  to  such  matter  in  the 
exercise  of  any  function  under  subsection  (c)  and  to  make  such  re- 
lationship public  in  any  meeting  in  which  such  action  is  to  be 
taken. 

[grants  for  state  health  planning  and  development 

[Sec.  1525.  (a)  The  Secretary  shall  make  grants  to  State  health 
planning  and  development  agencies  designated  under  subsection 
(b)(2)  and  (b)(3)  of  section  1521  to  assist  them  in  meeting  the  costs  of 
their  operation.  Funds  under  a  grant  which  remain  available  for 
obligation  at  the  end  of  the  fiscal  year  in  which  the  grant  has  been 
made  shall  remain  available  for  obligation  in  the  succeeding  fiscal 
year,  but  no  funds  under  any  grants  to  a  State  Agency  may  be  obli- 
gated in  any  period  in  which  a  designation  agreement  is  not  in 
effect  for  such  State  Agency.  The  amount  of  any  grant  made  under 
this  subsection  shall  be  determined  by  the  Secretary,  except  that 
no  grant  to  a  designated  State  Agency  ma}^  exceed  75  per  centum 
of  its  operation  costs  (as  determined  under  regulations  of  the  Secre- 
tary) during  the  period  for  which  the  grant  is  available  for  obliga- 
tion. 

[(b)  Grants  under  subsection  (a)  shall  be  made  on  such  terms 
and  conditions  as  the  Secretary  may  prescribe:  except  that  the  Sec- 
retary may  not  make  a  grant  to  a  State  Agency  unless  the  receives 
satisfactory  assurances  that  the  State  Agency  will  expend  in  per- 
forming the  functions  prescribed  by  section  1523  during  the  fiscal 
year  for  which  the  grant  is  sought  an  amount  of  funds  from  non- 
Federal  sources  which  is  at  least  as  great  as  the  average  amount  of 
funds  expended,  in  the  three  years  immediately  preceding  the 
fiscal  year  of  which  such  grant  is  sought,  by  the  State,  for  which 
such  State  Agency  has  been  designated,  for  the  purposes  for  which 
funds  under  such  grant  may  be  used  (excluding  expenditures  of  a 
nonrecurring  nature). 
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[(c)  For  the  purpose  of  making  payments  under  grants  under 
subsection  (a),  there  are  authorized  to  be  appropriated  $25,000,000 
for  the  fiscal  year  ending  June  30,  1975,  $30,000,000  for  the  fiscal 
year  ending  June  30,  1976,  $35,000,000  each  for  the  fiscal  years 
ending  September  30,  1977,  and  September  30,  1978,  $35,000,000  for 
the  fiscal  year  ending  September  30,  1980,  and  $40,000,000  for  the 
fiscal  year  ending  September  30,  1981. 

[grants  for  rate  regulation 

[Sec.  1526.  (a)  For  the  purpose  of  demonstrating  the  effectivess 
of  the  State  Agencies  regulating  rates  for  the  provision  of  health 
care,  the  Secretary  may  make  grants  to  a  State  Agency  designated, 
under  an  agreement  entered  into  under  section  1521(b)(3),  for  a 
State  which  (in  accordance  with  regulations  prescribed  by  the  Sec- 
retary has  indicated  an  intent  to  regulate  rates  for  the  provision  of 
health  care  within  the  State  or  to  any  other  entity  of  the  govern- 
ment of  a  State  which  has  so  indicated  an  intent  to  regulate  such 
rates. 

[(b)(1)  An  entity  which  receives  a  grant  under  subsection  (a) 
shall— 

[(A)  provide  the  Secretary  satisfactory  evidence  that  the 
entity  has  under  State  law  the  authority  to  carry  out  rate  reg- 
ulation functions  in  accordance  with  the  section  and  provide 
the  Secretary  a  current  budget  for  the  performance  of  such 
functions  by  it; 

[(B)  set  forth  in  such  detail  as  the  Secretary  may  prescribe 
the  qualifications  for  personnel  having  responsibility  in  the 
performance  of  such  functions,  and  shall  have  a  professional 
staff  for  rate  regulation,  which  staff  shall  be  headed  by  a  Di- 
rector; 

[(C)  provide  for  such  methods  of  administration  a  found  by 
the  Secretary  to  be  necessary  for  the  proper  and  efficient  ad- 
ministration of  such  fuctions; 

[(D)  if  it  is  a  State  Agency,  perform  its  functions  in  accord- 
ance with  procedures  established  and  published  by  it,  which 
procedures  shall  conform  to  the  requirements  of  section  1532; 

[(E)  if  it  is  a  State  Agency,  comply  with  the  requirements 
prescribed  by  paragraphs  (6)  through  (12)  of  section  1522(b) 
with  respect  to  the  functions  prescribed  by  subsection  (a); 

[(F)  provide  for  the  establishment  of  a  procedure  under 
which  the  entity  will  obtain  the  recommendation  of  the  appro- 
priate health  systems  agency  prior  to  conducting  a  review  of 
the  rates  charged  or  proposed  to  be  charged  for  services;  and 

[(G)  meet  such  other  requirements  as  the  Secretary  may 
prescribe. 

If  an  entity  which  is  not  a  State  Agency  receives  a  grant  under 
subsection  (a),  such  entity  shall  coordinate  its  activities  under  the 
grant  with  the  State  Agency  for  the  State  in  which  such  entity  is 
located,  share  with  the  State  Agency  data  obtained  from  such  ac- 
tivities, and  for  purposes  of  such  activities,  develop  with  the  State 
Agency  criteria  for  the  review  of  institutional  health  services, 
equipment,  and  facilities  which  guidelines  are  not  in  conflict  with 
criteria  adopted  by  the  State  Agency. 
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[(2)  In  prescribing  requirements  under  paragraph  (1)  of  this 
subsection,  the  Secretary  shall  consider  the  manner  in  which  an 
entity  shall  perform  its  functions  under  a  grant  under  subsection 
(a),  including  whether  the  entity  should — 

[(A)  permit  those  engaged  in  the  delivery  of  health  services 
to  retain  savings  accruing  to  them  from  effective  management 
and  cost  control, 

[(B)  create  incentives  at  each  point  in  the  delivery  of  health 
services  for  utilization  of  the  most  economical  modes  of  serv- 
ices feasible, 

[(C)  document  the  need  for  and  cost  implications  of  each 
new  service  for  which  a  determination  of  reimbursement  rates 
is  sought,  and 

[(D)  employ  for  each  type  or  class  of  person  engaged  in  the 
delivery  of  health  services — 

[(i)  a  unit  for  determining  the  reimbursement  rates,  and 
[(ii)  a  base  for  determining  rates  of  change  in  the  reim- 
bursement rates, 
which  unit  and  base  are  satisfactory  to  the  Secretary. 
[(c)  Grants  under  subsection  (a)  shall  be  made  on  such  terms 
and  conditions  as  the  Secretary  may  prescribe,  except  that  no 
entity  may  receive  more  than  three  grants  under  subsection  (a). 
Funds  under  a  grant  which  remain  available  for  obligation  at  the 
end  of  the  fiscal  year  in  which  the  grant  has  been  made  shall 
remain  available  for  obligation  in  the  succeeding  fiscal  year,  but  no 
funds  under  any  grant  to  a  State  Agency  may  be  obligated  in  any 
period  in  which  a  designation  agreement  is  not  in  effect  for  such 
State  Agency. 

[(d)  Each  entity  which  receives  a  grant  under  subsection  (a) 
shall  report  to  the  Secretary  (in  such  form  and  manner  as  he  shall 
prescribe)  on  the  effectiveness  of  the  rate  regulation  program  as- 
sisted by  such  grant.  The  Secretary  shall  report  annually  to  the 
Congress  on  the  effectiveness  of  the  programs  assisted  by  the 
grants  authorized  by  subsection  (a;. 

[(e)  There  are  authorized  to  be  appropriated  to  make  payments 
under  grants  under  subsection  (a),  $4,000,000  for  the  fiscal  year 
ending  June  30,  1975,  $5,000,000  for  the  fiscal  year  ending  June  30, 

1976,  $6,000,000  each  for  the  fiscal  years  ending  September  30, 

1977,  and  September  30,  1978,  $6,000,000  for  the  fiscal  year  ending 
September  30,  1980,  $6,000,000  for  the  fiscal  year  ending  September 
30,  1981,  and  $6,000,000  for  fiscal  year  ending  September  30,  1982. 

[certificate  of  need  program 

[Sec.  1527.  (a)  The  certificate  of  need  program  required  by  sec- 
tion 1523(a)  4  (B)  shall,  in  accordance  with  this  section,  provide  for 
the  following: 

[(1)  Review  and  determination  of  need  under  such  program 
for— 

[(A)  major  medical  equipment  and  institutional  health 
services,  and 

[(B)  capital  expenditures, 
shall  be  made  before  the  time  such  equipment  is  acquired, 
such  services  are  offered,  substantial  expenditures  are  under- 
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taken  in  preparation  for  such  offering,  or  capital  expenditures 
are  obligated. 

[(2)  TTie  acquisition  and  offering  of  only  such  equipment  and 
services  as  may  be  found  by  the  State  Agency  to  be  needed; 
and  the  obligation  of  only  those  capital  expenditures  found  to 
be  needed  by  the  State  Agency.  Except  as  otherwise  authorized 
by  this  section,  review  under  the  program  of  an  application  for 
a  certificate  of  need  may  not  be  made  subject  to  any  criterion 
and  the  issuance  of  a  certificate  of  need  may  not  be  made  sub- 
ject to  any  condition  unless  the  criterion  or  condition  directly 
relates  to — 

[(A)  criteria  prescribed  by  section  1532(c), 
[(B)  criteria  prescribed  by  regulations  of  the  Secretary 
promulgated  under  section  1532(a)  before  the  date  of  the 
enactment  of  the  Health  Planning  and  Resources  Develop- 
ment Amendments  of  1979,  or 

[(C)  criteria  prescribed  by  regulation  by  the  State 
Agency  in  accordance  with  an  authorization  prescribed  by 
State  law. 

The  Secretary  may  not  require  a  State  to  include  in  its  pro- 
gram any  criterion  in  addition  to  criteria  described  in  subpara- 
graphs (A)  and  (B). 

[(3)  An  application  for  a  certificate  of  need  for  an  institu- 
tional health  service,  medical  equipment,  or  a  capital  expendi- 
ture shall  specify  the  time  the  applicant  will  require  to  make 
such  service  or  equipment  available  or  to  obligate  such  expend- 
iture and  a  timetable  for  making  such  service  or  equipment 
available  or  obligating  such  expenditure.  After  the  issuance  of 
a  certificate  of  need,  the  State  Agency  shall  periodically  review 
the  progress  of  the  holder  of  the  certificate  in  meeting  the 
timetable  specified  in  the  approved  application  for  the  certifi- 
cate. If  on  the  basis  of  such  a  review  the  State  Agency  deter- 
mines that  the  holder  of  a  certificate  is  not  meeting  such  time- 
table and  is  not  making  a  good  faith  effort  to  meet  it,  the  State 
Agency  may,  after  considering  any  recommendation  made  by 
the  health  systems  agency  which  received  a  report  from  the 
State  Agency  on  such  review,  withdraw  the  certificate. 

[(4)  In  issuing  a  certificate  of  need,  the  State  shall  specify  in 
the  certificate  the  maximum  amount  of  capital  expenditures 
which  may  be  obligated  under  such  certificate.  The  program 
shall,  in  accordance  with  regulations  promulgated  by  the  Sec- 
retary, prescribe  the  extent  to  which  a  project  authorized  by  a 
certificate  of  need  shall  be  subject  to  further  review  if  the 
amount  of  capital  expenditures  obligated  or  expected  to  be  obli- 
gated for  the  project  exceed  the  maximum  specified  in  the  cer- 
tificate of  need. 

[(5)  The  program  shall  provide  that  (A)  the  requirements  of 
section  1532  shall  apply  to  proceedings  under  the  program,  and 
(B)  each  decision  to  issue  a  certificate  of  need  (i)  may  only  be 
issued  by  the  State  Agency,  and  (ii)  shall,  except  in  emergency 
circumstances  that  pose  a  threat  to  public  health,  be  consistent 
with  the  State  health  plan  in  effect  for  such  State  under  sec- 
tion 1524(c). 
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[(b)(1)  Under  the  program  a  State  shall  not  require  a  certificate 
of  need  for  the  offering  of  an  inpatient  institutional  health  service 
or  the  acquisition  of  major  medical  equipment  for  the  provision  of 
an  inpatient  institutional  health  service  or  the  obligation  of  a  cap- 
ital expenditure  for  the  provision  of  an  inpatient  institutional 
health  service  by — 

[(A)  a  health  maintenance  organization  or  a  combination  of 
health  maintenance  organizations  if  (i)  the  facility  in  which 
the  service  will  be  provided  is  or  will  be  geographically  located 
so  that  the  service  will  be  reasonably  accessible  to  individuals 
enrolled  in  such  organization  or  organizations,  and  (ii)  at  least 
75  percent  of  the  patients  who  can  reasonably  be  expected  to 
recieve  the  institutional  health  service  will  be  individuals  en- 
rolled with  such  organization  or  organizations  in  the  combina- 
tion; 

[(B)  a  health  care  facility  if  (i)  the  facility  primarily  pro- 
vides or  will  provide  inpatient  health  services,  (ii)  the  facility  is 
or  will  be  controlled,  directly  or  indirectly,  by  a  health  mainte- 
nance organization  or  a  combination  of  health  maintenance  or- 
ganizations, (iii)  the  facility  is  or  will  be  geographically  located 
so  that  the  service  will  be  reasonably  accessible  to  individuals 
enrolled  in  such  organization  or  organizations,  and  (iv)  at  least 
75  percent  of  the  patients  who  can  reasonably  be  expected  to 
receive  the  institutional  health  service  will  be  individuals  en- 
rolled with  such  organization  or  organizations  in  the  combina- 
tion, or 

[(C)  a  health  care  facility  (or  portion  thereof)  if  (i)  the  facili- 
ty is  or  will  be  leased  by  a  health  maintenance  organization  or 
combination  of  health  maintenance  organizations  and  on  the 
date  of  the  application  is  submitted  linder  paragraph  (2)  at 
least  fifteen  years  remain  in  the  term  of  the  lease,  (ii)  the  facil- 
ity is  or  will  be  geographically  located  so  that  the  service  will 
be  reasonably  accessible  to  individuals  enrolled  in  such  organi- 
zation or  organizations,  and  (iii)  at  least  75  percent  of  the  pa- 
tients who  can  reasonably  be  expected  to  receive  the  institu- 
tional health  service  will  be  individuals  enrolled  with  such  or- 
ganization, 

if,  with  respect  to  such  offering,  acquisition,  or  obligation,  the  State 
Agency  has,  upon  application  under  paragraph  (2),  granted  an  ex- 
emption from  such  requirement  to  the  organization,  combination  of 
organizations,  or  facility. 

[(2)  A  health  maintenance  organization,  combination  of  health 
maintenance  organizations,  or  health  care  facility  shall  not  be 
exempt  under  paragraph  (1)  from  obtaining  a  certificate  of  need 
before  offering  an  institutional  health  service,  acquiring  major 
medical  equipment,  or  obligating  capital  expenditures  unless — 

[(A)  it  has  submitted,  at  such  time  and  in  such  form  and 
manner  as  the  State  Agency  shall  prescribe,  an  application  for 
such  exemption. 

[(B)  the  application  contains  such  information  respecting 
the  organization,  combination,  or  facility  and  the  proposed  of- 
fering acquisition,  or  obligation  as  the  State  Agency  may  re- 
quire to  determine  if  the  organization  or  combination  meets 
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the  requirements  of  paragraph  (1)  of  the  facility  meets  or  will 
meet  such  requirements,  and 

[(C)  the  State  Agency  approves  such  application. 
In  the  case  of  a  proposed  health  care  facility  (or  portion  thereof) 
which  has  not  begun  to  provide  institutional  health  services  on  the 
date  an  application  is  submitted  under  this  paragraph  with  respect 
to  such  facility  (or  portion),  the  facility  (or  portion)  shall  meet  the 
applicable  requirements  of  paragraph  (1)  when  the  facilty  first  pro- 
vides such  services.  The  State  Agency  shall  approve  an  application 
submitted  under  this  paragraph  if  it  determines  that  the  applicable 
requirements  of  paragraph  (1)  are  met. 

[(3)  Notwithstanding  subsection  (d),  a  health  care  facility  (or  any 
part  thereof)  or  medial  equipment  with  respect  to  which  an  exemp- 
tion was  granted  under  paragraph  (1)  may  not  be  sold  or  leased 
and  a  controlling  interest  in  such  facility  or  equipment  or  in  a 
lease  of  such  facility  or  equipment  may  not  be  acquired  and  a 
health  care  facility  described  in  subparagraph  (C)  of  paragraph  (1) 
which  was  granted  an  exemption  under  paragraph  (1)  may  not  be 
used  by  any  person  other  than  the  lessee  described  in  such  sub- 
paragraph unless— 

[(A)  the  State  Agency  issues  a  certificate  of  need  approving 
the  sale,  lease,  acquisition,  or  use,  or 

[(B)  the  State  Agency  determines,  upon  application,  that  the 
entity  to  which  the  facility  or  equipment  is  proposed  to  be  sold 
or  leased,  which  intends  to  acquire  the  controlling  interest  in 
or  use  the  facility  is  (i)  a  health  maintenance  organization  or  a 
combination  of  health  maintenance  organizations  which  meets 
the  requirements  of  clause  (i)  of  subparagraph  (A)  of  paragraph 
(1)  and  with  respect  to  such  facility  or  equipment,  the  entity 
meets  the  requirements  of  clauses  (ii)  and  (iii)  of  such  subpara- 
graph (A),  or  (ii)  a  health  care  facility  which  meets  the  require- 
ments of  clauses  (i),  (ii),  and  (iii)  of  subparagraph  (B)  of  para- 
graph (1)  and  with  respect  to  its  patients  meets  the  require- 
ments of  clause  (iv)  of  such  subparagraph. 
[(4)  In  the  case  of  a  health  maintenance  organization  or  an  am- 
bulatory care  facility  or  health  care  facility  which  ambulatory  or 
health  care  facility  is  controlled,  directly  or  indirectly,  by  a  health 
maintenance  organization  or  a  combination  of  health  maintenance 
organizations,  a  State  may  under  the  program  apply  its  certificate 
of  need  requirements  only  to  the  offering  of  inpatient  institutional 
health  services,  the  acquisition  of  major  medical  equipment,  and 
the  obligation  of  capital  expenditures  for  the  offering  of  inpatient 
institutional  health  services  and  then  only  to  the  extent  that  such 
offering,  acquisition,  or  obligation  is  not  exempt  under  paragraph 
(1). 

[(5)  Notwithstanding  section  1532(c),  if  a  health  maintenance  or- 
ganization or  a  health  care  facility  which  is  controlled,  directly  or 
indirectly,  by  a  health  maintenance  organization  apply  for  a  certifi- 
cate of  need,  such  application  shall  be  approved  by  the  State 
Agency  if  the  State  Agency  finds  (in  accordance  with  criteria  pre- 
scribed by  the  Secretary  by  regulation)  that — 

[(A)  approval  of  such  application  is  required  to  meet  the 
needs  of  the  members  of  the  health  maintenance  organization 
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and  of  the  new  members  which  such  organization  can  reason- 
ably be  expected  to  enroll,  and 

[(B)  the  health  maintenance  organization  is  unable  to  pro- 
vide, through  services  or  facilities  which  can  reasonably  be  ex- 
pected to  be  available  to  the  organization,  its  institutional 
health  services  in  a  reasonable  and  cost-effective  manner 
which  is  consistent  with  the  basic  method  of  operation  of  the 
organization  and  which  makes  such  services  available  on  a 
long-term  basis  through  physicians  and  other  health  profes- 
sionals associated  with  it. 
Except  as  provided  in  paragraph  (1)  and  notwithstanding  subsec- 
tion (d),  a  health  care  facility  (or  any  part  thereof)  or  medical 
equipment  with  respect  to  which  a  certificate  of  need  was  issued 
under  this  subsection  may  not  be  sold  or  leased  and  a  controlling 
interest  in  such  facility  or  equipment  or  in  a  lease  of  such  facility 
or  equipment  may  not  be  acquired  unless  the  State  Agency  issues  a 
certificate  of  need  approving  the  sale,  acquisition,  or  lease. 

[(c)  Notwithstanding  section  1532(c),  an  application  for  a  certifi- 
cate of  need  for  a  capital  expenditure  which  is  required — 

[(1)  to  eliminate  or  prevent  imminent  safety  hazards  as  de- 
fined by  Federal,  State,  or  local  fire,  building,  or  life  safety 
codes  or  regulations, 

[(2)  to  comply  with  State  licensure  standards,  or 
[(3)  to  comply  with  accreditation  standards  compliance  with 
which  is  required  to  receive  reimbursements  under  title  XVIII 
of  the  Social  Security  Act  or  payments  under  a  State  plan  for 
medical  assistance  approved  under  title  XIX  of  such  Act, 
shall  be  approved  unless  the  State  Agency  finds  that  the  facility  or 
service  with  respect  to  which  such  capital  expenditure  is  proposed 
to  be  made  is  not  needed  or  that  the  obligation  of  such  capital  ex- 
penditure is  not  consistent  with  the  State  health  plan  in  effect 
under  section  1524.  An  application  for  a  certificate  of  need  ap- 
proved under  this  subsection  shall  be  approved  only  to  the  extent 
that  the  capital  expenditure  is  required  to  eliminate  or  prevent  the 
hazards  described  in  paragraph  (1)  or  to  comply  with  the  standards 
described  in  paragraph  (2)  and  (3). 

[(d)(1)  Under  the  program  a  certificate  of  need  shall,  except  as 
provided  in  subsection  (b),  be  required  for  the  obligation  of  a  cap- 
ital expenditure  to  acquire  (either  by  purchase  or  under  lease  or 
comparable  arrangement)  an  existing  health  care  facility  if— 

[(A)  the  notice  required  by  paragraph  (2)  is  not  filed  in  ac- 
cordance with  that  paragraph  with  respect  to  such  acquisition, 
or 

[(B)  the  State  Agency  finds,  within  thirty  days  after  the 
date  it  receives  a  notice  in  accordance  with  paragraph  (2)  with 
respect  to  such  acquisition,  that  the  services  or  bed  capacity  of 
the  facility  will  be  changed  in  being  acquired. 
[(2)  Before  any  person  enters  into  a  contractual  arrangement  to 
acquire  an  existing  health  care  facility  which  arrangement  will  re- 
quire the  obligation  of  a  capital  expenditure,  such  person  shall 
notify  the  State  Agency  of  the  State  in  which  such  facility  is  locat- 
ed of  such  person's  intent  to  acquire  such  facility  and  of  the  serv- 
ices to  be  offered  in  the  facility  and  its  bed  capacity.  Such  notice 
shall  be  made  in  writing  and  shall  be  made  at  least  thirty  days 
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before  contractual  arrangements  are  entered  into  to  acquire  the  fa- 
cility with  respect  to  which  the  notice  is  given. 

[(e)(1)(A)  Except  as  provided  in  subsection  (b)  and  subparagraph 
(B),  under  the  program  a  certificate  of  need  shall  not  be  required 
for  the  acquisition  of  major  medical  equipment  which  will  not  be 
owned  by  or  located  in  a  health  care  facility  unless — 

[(i)  the  notice  required  by  paragraph  (2)  is  not  filed  in  ac- 
cordance with  that  paragraph  with  respect  to  such  acquisition, 
or 

[(ii)  the  State  Agency  finds,  within  thirty  days  after  the 
date  it  receives  a  notice  in  accordance  with  paragraph  (2)  with 
respect  to  such  acquisition,  that  the  equipment  will  be  used  to 
provide  services  for  inpatients  of  a  hospital. 
[(B)  The  certificate  of  need  program  of  a  State  may  include  a  re- 
quirement for  a  certificate  of  need  for  an  acquisition  of  major  medi- 
cal equipment  which  requirement  is  in  addition  to  the  requirement 
for  a  certificate  of  need  established  by  subparagraph  (A),  except 
that  after  September  30,  1982,  the  certificate  of  need  program  of  a 
State  may  not  be  changed  to  include  any  such  additional  require- 
ment. 

[(2)  Before  any  person  enters  into  a  contractual  arrangement  to 
acquire  major  medical  equipment  w^hich  will  not  be  owned  by  or 
located  in  a  health  care  facility,  such  person  shall  notify  the  State 
Agency  of  the  State  in  which  such  equipment  will  be  located  of 
such  person's  intent  to  acquire  such  equipment  and  of  the  use  that 
will  be  made  of  the  equipment.  Such  notice  shall  be  made  in  writ- 
ing and  shall  be  made  at  least  thirty  days  before  contractual  ar- 
rangements are  entered  into  to  acquire  the  equipment  with  respect 
to  which  the  notice  is  given. 

[(3)  For  purposes  of  this  subsection,  donations  and  leases  of 
major  medical  equipment  shall  be  considered  acquisitions  of  such 
equipment,  and  an  acquisition  of  medical  equipment  through  a 
transfer  of  it  for  less  than  fair  market  value  shall  be  considered  an 
acquisition  of  major  medical  equipment  if  its  fair  market  value  is 
at  least  $150,000. 

[(f)  Notwithstanding  section  1532(c),  when  an  application  is 
made  by  an  osteopathic  or  allopathic  facility  for  a  certificate  of 
need  to  construct,  expand,  or  modernize  a  health  care  facility,  ac- 
quire major  medical  equipment,  or  add  services,  the  need  for  that 
construction,  expansion,  modernization,  acquisition  of  equipment, 
or  addition  of  services  shall  be  considered  on  the  basis  of  the  need 
for  the  availability  in  the  community  of  services  and  facilities  for 
osteopathic  and  allopathic  physicians  and  their  patients.  The  State 
Agency  shall  consider  the  application  in  terms  of  its  impact  on  ex- 
isting and  proposed  institutional  training  program  for  doctors  of  os- 
teopathy and  medicine  at  the  student,  internship,  and  residency 
training  levels. 

[(g)  In  approving  or  disapproving  applications  for  certificates  of 
need  or  in  withdrawing  certificates  of  need  under  such  a  program, 
a  State  Agency  shall  take  into  account  recommendations  made  by 
health  systems  agencies  within  the  State  under  section  1513(f). 

[(h)(1)  Subsection  (a)  does  not  require  a  certificate  of  need  pro- 
gram to  require  a  health  care  facility  to  obtain  a  certificate  of  need 
for  the  acquisition  of  major  medical  equipment  to  be  used  solely  for 
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research,  institutional  health  services  to  be  offered  solely  for  re- 
search, or  the  obligation  of  a  capital  expenditure  to  be  made  solely 
for  research  if  the  acquisition,  offering,  or  obligation  does  not — 

[(A)  affect  the  charges  of  the  facility  for  the  provision  of 
medical  or  other  patient  care  services  other  than  the  services 
which  are  included  in  the  research; 

[(B)  substantially  change  the  bed  capacity  of  the  facility;  or 
[(C)  substantially  change  the  medical  or  other  patient  care 
services  of  the  facility  which  were  offered  before  the  acquisi- 
tion offering  or  obligation. 
[(2)(A)  Before  a  health  care  facility  acquires  major  medical 
equipment  to  be  used  solely  for  research,  offers  an  institutional 
health  service  solely  for  research,  or  obligates  a  capital  expenditure 
solely  for  research,  such  health  care  facility  shall  notify  in  writing 
the  State  Agency  of  the  State  in  which  such  facility  is  located  of 
such  facility's  intent  and  the  use  to  be  made  of  such  medical  equip- 
ment, institutional  health  service,  or  capital  expenditure. 

[(B)  Paragraph  (1)  does  not  apply  with  respect  to  the  acquisition 
of  major  medical  equipment,  the  offering  of  institutional  health 
services  or  the  obligation  of  a  capital  expenditure  if — 

[(i)  the  notice  required  by  subparagraph  (A)  is  not  filed  with 
the  State  Agency  with  respect  to  such  acquisition,  offering,  or 
obligation,  or 

[(ii)  the  State  Agency  finds,  within  60  days  after  the  date  it 
receives  a  notice  in  accordance  with  subparagraph  (A)  respect- 
ing the  acquisition,  offering,  or  obligation,  that  the  acquisi- 
tion, offering  or  obligation  will  have  the  effect  or  make  a 
change  described  in  subparagraph  (A),  (B),  or  (C)  of  paragraph 
(1). 

[(3)  If  major  medical  equipment  is  acquired,  an  institutional 
health  service  is  offered,  or  a  capital  expenditure  is  obligated  and  a 
certificate  of  need  is  not  required  for  such  acquisition,  offering,  or 
obligation  as  provided  in  paragraph  (1),  such  equipment  or  service 
or  equipment  or  facilities  acquired  through  the  obligation  of  such 
capital  expenditure  may  not  be  used  in  such  a  manner  as  to  have 
the  effect  or  to  make  a  change  described  in  subparagraph  (A),  (B), 
or  (C)  of  paragraph  (1)  unless  the  State  Agency  issues  a  certificate 
of  need  approving  such  use. 

[(4)  For  purposes  of  this  subsection,  the  term  ''solely  for  re- 
search" includes  patient  care  provided  on  an  occasional  and  irregu- 
lar basis  and  not  as  part  of  a  research  program. 

[Part  D — General  Provisions 

[definitions 

[Sec.  1531.  Except  as  otherwise  provided,  for  purposes  of  this 
title: 

[(1)  The  term  ''State"  includes  the  District  of  Columbia. 
[(2)  The  term  "Governor"  means  the  chief  executive  officer  of  a 
State  or  his  designee. 

[(3)  The  term  "provider  of  health  care"  means  an  individual — 
[(A)  who  is  a  direct  provider  of  health  care  (including  a  phy- 
sician, dentist,  nurse,  podiatrist,  optometrist,  physician  assist- 
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ant,  or  ancillary  personnel  employed  under  the  supervision  of 
a  physician)  in  that  the  individual's  primary  current  activity  is 
the  provision  of  health  care  to  individuals  or  the  administra- 
tion of  facilities  or  institutions  (including  hospitals,  long-term 
care  facilities,  rehabilitation  facilities,  alcohol  and  drug  abuse 
treatment  facilities,  outpatient  facilities,  and  health  mainte- 
nance organizations)  in  which  such  care  is  provided  and,  when 
required  by  State  law,  the  individual  has  received  professional 
training  in  the  provision  of  such  care  or  in  such  administration 
and  is  licensed  or  certified  for  such  provision  or  administra- 
tion; 

[(B)  who  holds  a  fiduciary  position  with,  or  has  a  fiduciary 
interest  in,  any  entity  described  in  clause  (ii)  or  (iv)  of  subpara- 
graph (C)  other  than  an  entity  described  in  such  clause  which 
is  also  an  entity  described  in  section  501(c)(3)  of  the  Internal 
Revenue  Code  of  1954  and  which  does  not  have  as  its  primary 
purpose  the  delivery  of  health  care,  the  conduct  of  research, 
the  conduct  of  instruction  for  health  professionals,  or  the  pro- 
duction of  drugs  or  articles  described  in  clause  (iii)  of  subpara- 
graph (C); 

[(C)  who  receives  (either  directly  or  through  the  individual's 
spouse)  more  than  one-fifth  of  his  gross  annual  income  from 
any  one  or  combination  of — 

[(i)  fees  or  other  compensation  for  research  into  or  in- 
struction in  the  provision  of  health  care, 

[(ii)  entities  engaged  in  the  provision  of  health  care  or 
in  research  or  instruction  in  the  provision  of  health  care, 
[(iii)  producing  or  supplying  drugs  or  other  articles  for 
individuals  or  entities  for  use  in  the  provision  of  or  in  re- 
search into  or  instruction  in  the  provision  of  health  care, 
or 

[(iv)  entities  in  producing  drugs  or  such  other  articles; 

or 

[(D)  who  is  the  member  of  the  immediate  family  of  an  indi- 
vidual described  in  subparagraph  (A),  (B),  or  (C). 
Notwithstanding  subparagraph  (B),  an  individual  shall  not  be  con- 
sidered a  provider  of  health  care  solely  because  the  individual  is 
the  member  of  the  governing  board  of  one  or  more  entities  de- 
scribed in  clause  (ii)  or  (iv)  of  subparagraph  (C). 

[(4)  The  term  ''health  resources"  includes  health  service,  health 
professions  personnel,  and  health  facilities,  except  that  such  term 
does  not  include  Christian  Science  sanatoriums  operated,  or  listed 
and  certified,  by  the  First  Church  of  Christ,  Scientist,  Boston,  Mas- 
sachusetts. 

[(5)  The  term  ''institutional  health  services"  means  health  serv- 
ices which  (A)  are  provided  through  private  and  public  hospitals, 
rehabilitation,  facilities,  nursing  homes,  and  other  health  care  fa- 
cilities, as  defined  by  the  Secretary  by  regulation,  and  (B)  entail 
annual  operating  costs  of  at  least  the  expenditure  minimum.  For 
purposes  of  this  paragraph,  the  term  "expenditure  minimum" 
means  $500,000  for  the  twelve-month  period  beginning  with  the 
month  in  which  this  paragraph  is  enacted  and  for  each  twelve- 
month period  thereafter,  $500,000  or,  at  the  discretion  of  the  State, 
the  figure  in  effect  for  the  preceding  twelve-month  period,  adjusted 
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to  reflect  the  change  in  the  preceding  twelve-month  period  in  an 
index  designated  by  the  Secretary  by  regulation  for  purposes  of 
making  such  adjustment. 

[(6)  For  purpose  of  sections  1523  and  1527,  the  term  "capital  ex- 
penditure" means  an  expenditure — 

[(A)  made  by  or  on  behalf  of  a  health  care  facility  (as  such  a 
facility  is  defined  in  regulations  prescribed  under  paragraph 
(5));  and 

[(B)(i)  which  (I)  under  generally  accepting  accounting  princi- 
ples is  not  properly  chargeable  as  an  expense  of  operation  and 
maintenance,  or  (II)  is  made  to  obtain  by  lease  or  comparable 
arrangement  any  facility  or  part  thereof  or  any  equipment  for 
a  facility  or  part;  and 

[(ii)  which  (I)  exceeds  the  expenditure  minimum,  (II)  sub- 
stantially changes  the  bed  capacity  of  the  facility  with  respect 
to  which  the  expenditure  is  made,  or  (III)  substantially  changes 
the  services  of  such  facility. 
For  purposes  of  subparagraph  (B)(ii)(I),  the  cost  of  any  studies,  sur- 
veys, designs,  plans,  working  drawings,  specifications,  and  other  ac- 
tivities essential  to  the  acquisition,  improvement,  expansion,  or  re- 
placement of  any  plant  or  equipment  with  respect  to  which  an  ex- 
penditure described  in  subparagraph  (B)(i)  is  made  shall  be  includ- 
ed in  determining  if  such  expenditure  exceeds  the  expenditure  min- 
imum. Donations  of  equipment  or  facilities  to  a  health  care  facility 
which  if  acquired  directly  by  such  facility  would  be  subject  to 
review  under  sections  1523  and  1527  shall  be  considered  capital 
expenditures  for  purposes  of  sections  1523  and  1527,  and  a  transfer 
of  equipment  or  facilities  for  less  than  fair  market  value  shall  be 
considered  a  capital  expenditure  for  purposes  of  such  sections  if 
a  transfer  of  the  equipment  or  facilities  at  fair  market  value  would 
be  subject  to  review  under  section  1527.  For  purposes  of  this  para- 
graph, the  term  ''expenditure  minimum"  means  $1,000,000  for  the 
twelve-month  period  beginning  with  the  month  in  which  this  para- 
graph is  enacted  and  for  each  twelve-month  period  thereafter, 
$1,000,000  or,  at  the  discretion  of  the  State,  the  figure  in  effect  for 
the  proceding  twelve-month  period,  adjusted  to  reflect  the  change 
in  the  preceding  twelve-month  period  in  an  index  maintained  or 
developed  by  the  Department  of  Commerce  and  designated  by  the 
Secretary  by  regulation  for  purposes  of  making  such  adjustment. 

[(7)  For  purposes  of  sections  1523  and  1527,  the  term  "major 
medical  equipment"  means  medical  equipment  which  is  used  for 
the  provision  of  medical  and  other  health  services  and  which  costs 
in  excess  of  $500,000,  except  that  such  term  does  not  include  medi- 
cal equipment  acquired  by  or  on  behalf  of  a  clinical  laboratory  to 
provide  clinical  laboratory  services  if  the  clinical  laboratory  is  inde- 
pendent of  a  physician's  office  and  a  hospital  and  it  has  been  deter- 
mined under  title  XVIII  of  the  Social  Security  Act  to  meet  the  re- 
quirements of  paragraphs  (10)  and  (11)  of  section  1861(a)  of  such  Act. 
In  determining  $500,000,  the  value  of  studies,  surveys,  designs, 
plans,  working  drawings,  specifications,  and  other  activities  essen- 
tial to  the  acquisition  of  such  equipment  shall  be  included. 

[(8)  The  term  "health  maintenance  organizations"  means  a 
public  or  private  organization,  organized  under  the  laws  of  any 
State,  which — 
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[(A)  is  a  qualified  health  maintenance  organization  under 
section  1310(d);  or 

[(B)(i)  provides  or  otherwise  makes  available  to  enrolled  par- 
ticipants health  care  services,  including  at  least  the  following 
basic  health  care  services:  usual  physician  services,  hospitaliza- 
tion, laboratory  X-ray,  emergency  and  preventive  services,  and 
out  of  area  coverage;  (ii)  is  compensated  (except  for  copay- 
ments)  for  the  provision  of  the  basic  health  care  services  listed 
in  clause  (i)  to  enrolled  participants  by  a  payment  which  is 
paid  on  a  periodic  basis  without  regard  to  the  date  the  health 
care  services  are  provided  and  which  is  fixed  without  regard  to 
the  frequency,  extent,  or  kind  of  health  service  actually  provid- 
ed; and  (iii)  provides  physicians'  services  primarily  (I)  directly 
through  physicians  who  are  either  employees  or  partners  of 
such  organization,  or  (II)  through  arrangements  with  individ- 
ual physicians  or  one  or  more  groups  of  physicians  (organized 
on  a  group  practice  or  individual  practice  basis). 
[(9)  For  purposes  of  paragraph  (5)  of  this  section  and  sections 
1523(a)(4)(B)  and  1527,  the  term  "rehabilitation  facility"  means  an 
inpatient  facility  which  is  operated  for  the  primary  purpose  of  as- 
sisting in  the  rehabilitation  of  disabled  persons  through  an  inte- 
grated program  of  medical  and  other  services  which  are  provided 
under  competent  professional  supervision.  For  purposes  of  the  re- 
maining provisions  of  this  title,  the  term  "rehabilitation  facility" 
means  an  inpatient  facility  described  in  the  preceding  sentence 
and,  in  addition,  an  outpatient  facility  which  is  operated  as  de- 
scribed in  such  sentence. 

[(10)  The  term  "medically  underserved  population"  has  the 
same  meaning  as  such  term  has  under  section  330(b)(3). 

[(11)  Any  reference  to  the  term  "health"  includes  physical  and 
mental  health. 

[(12)  The  term  "physician"  means  a  doctor  of  medicine  or  oste- 
opathy legally  authorized  to  practice  medicine  and  surgery  by  a 
State. 

[procedures  and  criteria  for  reviews  of  proposed  health 
system  changes 

[Sec.  1532.  (a)  In  conducting  reviews  pursuant  to  subsections  (e), 
(f),  and  (g)  of  section  1513  or  in  conducting  any  other  reviews  of 
proposed  or  existing  health  services,  each  health  systems  agency 
shall  (except  to  the  extent  approved  by  the  Secretary)  follow  proce- 
dures, and  apply  criteria,  developed  and  published  by  the  agency  in 
accordance  with  regulations  of  the  Secretary;  in  performing  its 
review  functions  under  section  1523,  a  State  Agency  shall  (except 
to  the  extent  approved  by  the  Secretary)  follow  procedures  and 
apply  criteria,  developed  and  published  by  the  State  Agency  in  ac- 
cordance with  regulations  of  the  Secretary;  and  in  performing  its 
review  functions  a  Statewide  Health  Coordinating  Council  shall 
(except  to  the  extent  approved  by  the  Secretary)  follow  procedures 
and  apply  criteria  developed  and  published  by  the  Council  in  ac- 
cordance with  regulations  of  the  Secretary.  Procedures  and  criteria 
for  reviews  by  health  systems  agencies.  State  Agencies,  and  State- 
wide Health  Coordinating  Councils  may  vary  according  to  the  pur- 
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pose  for  which  a  particular  review  is  being  conducted  or  the  type  of 
health  services  being  reviewed.  Health  systems  agencies,  the  State 
Agency,  and,  if  appropriate,  the  Statewide  Health  Coordinating 
Council  within  each  State  shall  cooperate  in  the  development  of 
procedures  and  criteria  under  this  subsection  to  the  extent  appro- 
priate to  the  achievement  of  efficiency  in  their  reviews  and  consist- 
ency in  criteria  for  such  reviews.  The  Secretary  shall  review  at 
least  annually  regulations  promulgated  under  this  section  and  pro- 
vide opportunity  for  the  submission  of  comments  by  health  systems 
agencies,  State  Agencies,  and  Statewide  Health  Coordinating  Coun- 
cils on  the  need  for  the  revision  of  such  regulations.  At  least  forty- 
five  days  before  the  initial  publication  of  a  regulation  proposing  a 
revision  in  a  regulation  of  the  Secretary  under  this  section,  the 
Secretary  shall,  with  respect  to  such  proposed  revision,  consult 
with  and  solicit  the  recommendations  from  health  systems  agen- 
cies. State  Agencies,  and  Statewide  Health  Coordinating  Councils. 

[(b)  Each  health  systems  agency.  State  Agency,  and  Statewide 
Health  Coordinating  Council  shall  include  in  the  procedures  re- 
quired by  subsection  (a)  least  the  following: 

[(1)  Timely  written  notification  to  affected  persons  of  the  be- 
ginning of  a  review  and,  if  a  person  has  asked  the  entity  con- 
ducting the  review  to  place  the  person's  name  on  a  mailing  list 
maintained  by  the  entity,  such  notification  shall  be  sent  to 
such  person. 

[(2)  Schedules  for  reviews  which  provide  that  no  review 
shall,  to  the  extent  practicable,  take  longer  than  ninety  days 
from  the  date  the  notification  described  in  paragraph  (1)  is 
made,  or  in  the  case  of  non-substantive  reviews,  provision  for  a 
shortened  review  period.  If,  after  a  review  has  begun,  a  State 
Agency,  health  systems  agency,  or  Statewide  Health  Coordinat- 
ing Council  requires,  in  accordance  with  paragraph  (3),  the 
person  subject  to  the  review  to  submit  information  respecting 
the  subject  of  the  reveiw,  such  person  shall  be  provided  at  least 
fifteen  days  to  submit  the  information. 

[(3)  Provision  for  persons  subject  to  a  review  to  submit  to 
the  agency.  State  Agency,  or  Statewide  Health  Coordinating 
Council  (in  such  form  and  manner  as  the  agency  or  State 
Agency  shall  prescribe  and  publish)  such  information  as  the 
agency  or  State  Agency  may  require  concerning  the  subject  of 
such  reveiw.  Each  health  systems,  agency.  State  Agency,  and 
Statewide  Health  Coordinating  Council  shall  develop  proce- 
dures to  assure  that  requests  for  information  in  connection 
with  a  review  under  this  title  are  limited  to  only  that  informa- 
tion which  is  necessary  for  the  agency.  State  Agency,  or  State- 
wide Health  Coordinating  Council  to  perform  the  review. 

[(4)  Submission  of  applications  (subject  to  review  by  a  health 
systems  agency.  State  Agency,  or  Statewide  Health  Coordinat- 
ing Council)  made  under  this  Act  or  other  provisions  of  law  for 
Federal  financial  assistance  for  health  services  to  the  health 
systems  agency.  State  Agency,  Statewide  Health  Coordinating 
Council  at  such  time  and  in  such  manner  as  it  may  require. 

[(5)  Submission  of  periodic  reports  by  providers  of  health 
services  and  other  persons  subject  to  agency,  State,  Agency,  or 
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Statewide  Health  Coordinating  Council  review  respecting  the 
development  of  proposals  subject  to  reveiw. 

[(6)  Provision  for  written  findings  which  state  the  basis  for 
any  final  decision  or  recommendation  made  by  the  agency, 
State  Agency,  or  Statewide  Health  Coordinating  Council. 

[(7)  Timely  notification  of  providers  of  health  services  and 
other  persons  subject  to  agency.  State  Agency,  or  Statewide 
Health  Coordinating  Council  review  of  the  status  of  the 
agency.  State  Agency,  or  Statewide  Health  Coordinating  Coun- 
cil review  of  the  health  services  or  proposals  subject  to  review, 
findings  made  in  the  course  of  such  review,  and  other  appro- 
priate information  respecting  such  reveiw. 

[(8)  Provision  for  public  hearings  in  the  course  of  agency. 
State  Agency,  or  Statewide  Health  Coordinating  Council 
review  if  requested  by  persons  directly  affected  by  the  review; 
and  provision  for  pubic  hearings,  for  good  cause  shown,  re- 
specting agency,  State  Agency  decisions,  and  Statewide  Health 
Coordinating  Council. 

[(9)  Preparation  and  publication  or  regular  reports  by  the 
agency,  State  Agency,  and  Statewide  Health  Coordinating 
Council  of  the  reveiws  being  conducted  (including  a  statement 
concerning  the  status  of  each  such  review)  and  of  the  reviews 
completed  by  the  agency.  State  Agency,  and  Statewide  Health 
Coordinating  Council  (including  a  general  statement  of  the 
findings  and  decisions  made  in  the  course  of  such  reviews) 
since  the  publication  of  the  last  such  report. 

[(10)  Access  by  the  general  public  to  all  applications  re- 
viewed by  the  agency.  State  Agency,  and  Statewide  Health  Co- 
ordinating Council  and  to  all  other  written  materials  essential 
to  any  agency.  State  Agency,  or  Statewide  Health  Coordinating 
Council  review. 

[(11)  In  the  case  of  construction  projects,  submission  to  the 
agency  and  State  Agency  by  the  entities  proposing  the  projects 
of  letters  of  intent  in  such  details  as  may  be  necessary  to 
inform  the  agency  and  State  Agency  of  the  scope  and  nature  of 
the  projects  at  the  earliest  possible  opportunity  in  the  course  of 
planning  of  such  construction  projects. 

[(12)  The  following  procedural  requirements  with  respect  to 
proceedings  under  a  certificate  of  need  program: 

[(A)  Hearings  under  a  certificate  of  need  program  shall 
be  held  before  a  State  Agency  or  a  health  systems  agency 
to  which  the  State  Agency  has  delegated  the  authority  to 
hold  such  a  hearing.  In  a  hearing  under  the  program,  any 
person  shall  have  the  right  to  be  represented  by  counsel 
and  to  present  oral  or  written  arguments  and  evidence  rel- 
evant to  the  matter  which  is  the  subject  of  the  hearing, 
any  person  directly  affected  by  the  matter  which  is  the 
subject  of  the  hearing  may  conduct  reasonable  questioning 
of  persons  who  make  factual  allegations  relevant  to  such 
matter,  and  a  record  of  the  hearing  shall  be  maintained. 
The  requirements  of  this  subparagraph  do  not  apply  to 
hearings  held  by  a  health  systems  agency  in  the  perform- 
ance of  a  review  under  section  1513(f). 
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[(B)  Any  decision  of  a  State  Agency  to  issue  or  to  not 
issue  a  certificate  of  need  or  to  withdraw  a  certificate  of 
need  shall  be  based  solely  (i)  on  the  review  of  the  State 
Agency  conducted  in  accordance  with  procedures  and  crite- 
ria it  has  adopted  in  accordance  with  this  section  and  reg- 
ulations promulgated  under  this  section,  and  (ii)  on  the 
record  established  in  administrative  proceedings  held  with 
respect  to  the  application  for  such  certificate  or  the  Agen- 
cy's proposal  to  withdraw  the  certificate,  as  the  case  may 
be.  Any  decision  of  a  State  Agency  to  approve  or  disap- 
prove an  application  for  an  exemption  under  section 
1527(b)  shall  be  based  solely  on  the  record  established  in 
the  administrative  proceedings  held  with  respect  to  the  ap- 
plication. 

[(C)(i)  The  State  Agency  shall  establish  the  period 
within  which  approval  or  disapproval  by  the  State  Agency 
of  applications  for  certificates  of  need  and  for  exemptions 
under  section  1527(b)  shall  be  made.  If,  after  review  has 
begun  by  the  State  Agency,  the  State  Agency  or  health 
systems  agency  requires,  in  accordance  with  section 
1532(b)(3),  an  applicant  to  submit  information  respecting 
the  subject  of  the  review,  the  period  prescribed  pursuant 
to  the  preceding  sentence,  shall,  at  the  request  of  the  ap- 
plicant, be  extended  fifteen  days. 

[(ii)  If  the  State  Agency  fails  to  approve  or  disapprove 
an  application  within  the  applicable  period  under  clause 
(i),  the  applicant  may,  within  a  reasonable  period  of  time 
following  the  expiration  of  such  period,  bring  an  action  in 
an  appropriate  State  court  to  require  the  State  Agency  to 
approve  or  disapprove  the  application. 

[(D)  The  program  shall  provide  that  each  decision  of  the 
State  Agency  to  issue,  not  to  issue,  or  to  withdraw  a  certif- 
icate of  need  or  to  approve  or  disapprove  an  application  for 
an  exemption  under  section  1527(b)  shall,  upon  request  of 
any  person  directly  affected  by  such  decision,  be  reviewed 
under  an  appeals  mechanism  consistent  with  State  law 
governing  the  practices  and  procedures  of  administrative 
agencies  or,  if  there  is  no  such  State  law,  by  an  entity 
(other  than  the  State  Agency)  designated  by  the  Governor. 

[(E)  Any  person  adversely  affected  by  a  final  decision  of 
a  State  Agency  with  respect  to  a  certificate  of  need  or  an 
application  for  an  exemption  under  section  1527(b)  and  a 
health  systems  agency  if  the  decision  respecting  the  certifi- 
cate of  need  is  inconsistent  with  a  recommendation  made 
by  the  agency  to  the  State  Agency  with  respect  to  the  cer- 
tificate of  need  may,  within  a  reasonable  period  of  time 
after  such  decision  is  made  (and  any  administrative  review 
of  it  completed),  obtain  judicial  review  of  it  in  an  appropri- 
ate State  court.  The  decision  of  the  State  Agency  shall  be 
affirmed  upon  such  judicial  review  unless  it  is  found  to  be 
arbitrary  or  capricious  or  not  made  in  compliance  with  ap- 
plicable law. 

[(F)  There  shall  be  no  ex  parte  contacts— 


72 


[(i)  in  the  case  of  an  application  for  a  certificate  of 
need,  between  the  applicant  for  the  certificate  of  need, 
any  person  acting  on  behalf  of  the  applicant,  or  any 
person  opposed  to  the  issuance  of  a  certificate  for  the 
applicant  and  any  person  in  the  State  Agency  who  ex- 
ercises any  responsibility  respecting  the  application 
after  the  commencement  of  a  hearing  on  the  appli- 
cant's application  and  before  a  decision  is  made  with 
respect  for  it;  and 

[(ii)  in  the  case  of  a  proposed  withdrawal  of  a  certif- 
icate of  need,  between  the  holder  of  the  certificate  of 
need,  any  person  acting  on  behalf  of  the  holder,  or  any 
person  in  favor  of  the  withdrawal  and  any  person  in 
the  State  Agency  who  exercises  responsibility  respect- 
ing withdrawal  of  the  certificate  after  commencement 
of  a  hearing  on  the  Agency's  proposal  to  withdraw  the 
certificate  of  need  and  before  a  decision  is  made  on 
withdrawal. 

The  requirements  of  this  paragraph  are  in  addition  to  the 
requirements  of  the  other  paragraphs  of  this  subsection 
and  may,  as  appropriate,  apply  to  other  review  programs. 
[(13)(A)  In  the  case  of  reviews  by  health  systems  agencies 
under  section  1513(f)  and  by  State  Agencies  under  paragraphs 
(4)  and  (5)  of  section  1523(a)— 

[(i)  provision  for  applications  to  be  submitted  in  accord- 
ance with  a  timetable  established  by  the  reviewing  agency, 
[(ii)  provision  for  such  reviews  to  be  undertaken  in  a 
timely  fashion,  and 
V  [(iii)  provision  for  all  completed  applications  pertaining 

to  similar  types  of  services,  facilities,  or  equipment  affect- 
ing the  same  health  service  area  to  be  considered  in  rela- 
tion to  each  other  (but  no  less  often  than  twice  a  year). 
[(B)  In  the  case  of  reviews  by  health  systems  agencies  under 
section  1513(g)  and  by  State  Agencies  under  paragraph  (6)  of 
section  1523(a),  provision  for  reviews  of  similar  types  of  institu- 
tional health  services  affecting  the  same  health  service  area  to 
be  considered  in  relation  to  each  other. 
[(c)  Criteria  required  by  subsection  (a)  for  health  systems 
agency.  State  Agency,  and  Statewide  Health  Coordinating  Council 
review  shall  include  consideration  of  at  least  the  following: 

[(1)  The  relationship  of  the  health  services  being  reviewed 
to  the  applicable  HSP,  AIP,  and  State  health  plan. 

[(2)  The  relationship  of  services  reviewed  to  the  long-range 
development  plan  (if  any)  of  the  person  providing  or  proposing 
such  services. 

[(3)  The  need  that  the  population  served  or  to  be  served  by 
such  services  has  for  such  services. 

[(4)  The  availability  of  alternatives,  less  costly,  or  more  ef- 
fective methods  of  providing  such  services. 

[(5)  The  relationship  of  services  reviewed  to  the  existing 
health  care  system  of  the  area  in  which  such  services  are  pro- 
vided or  proposed  to  be  provided. 

[(6)  In  the  case  of  health  services  proposed  to  be  provided — 
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[(A)  the  availability  of  resources  (including  health  man- 
power, management  personnel,  and  funds  for  capital  and 
operating  needs)  for  the  provision  of  such  services, 

[(B)  the  effect  of  the  means  proposed  for  the  delivery  of 
such  services  on  the  clinical  needs  of  health  professional 
training  programs  in  the  area  in  which  such  services  are 
to  be  provided, 

[(C)  if  such  services  are  to  be  available  in  a  limited 
number  of  facilities,  the  extent  to  which  the  health  profes- 
sions schools  in  the  area  will  have  access  to  the  services 
for  training  purposes, 

[(D)  the  availability  of  alternative  uses  of  such  re- 
sources for  the  provision  of  other  health  services,  and 

[(E)  the  extent  to  which  such  proposed  services  will  be 
accessible  to  all  the  residents  of  the  area  to  be  served  by 
such  services. 

[(7)  The  special  needs  and  circumstances  of  those  entities 
which  provide  a  substantial  portion  of  their  services  or  re- 
sources, or  both,  to  individuals  not  residing  in  the  health  serv- 
ice areas  in  which  the  entities  are  located  or  in  adjacent  health 
service  areas.  Such  entities  may  include  medical  and  other 
health  professions  schools,  multidisciplinary  clinics,  specialty 
centers  and  such  other  entities  as  the  Secretary  may  be  regula- 
tion prescribe. 

[(8)  The  special  needs  and  circumstances  of  health  mainte- 
nance organizations. 

[(9)  In  the  case  of  a  construction  project — 

[(A)  the  costs  and  methods  of  the  proposed  construction, 
including  the  costs  and  methods  of  energy  provision,  and 
[(B)  the  probable  impact  of  the  construction  project  re- 
viewed on  the  costs  of  providing  health  services  by  the 
person  proposing  such  construction  project  and  on  the 
costs  and  charges  to  the  public  of  providing  health  services 
by  other  persons. 
[(10)  The  special  circumstances  of  health  service  institutions 
and  the  need  for  conserving  energy. 

[(11)  In  accordance  with  section  1502(b),  the  factors  which 
affect  the  effect  of  competition  on  the  supply  of  the  health 
services  being  reviewed. 

[(12)  Improvements  or  innovations  in  the  financing  and  de- 
livery of  health  services  which  foster  competition,  in  accord- 
ance with  section  1502(b),  and  serve  to  promote  quality  assur- 
ance and  cost  effectiveness. 

[(13)  In  the  case  of  health  services  or  facilities  proposed  to 
be  provided,  the  efficiency  and  appropriateness  of  the  use  of 
existing  services  and  facilities  similar  to  those  proposed. 

[(14)  In  the  case  of  existing  services  or  facilities,  the  quality 
of  care  provided  by  such  services  or  facilities  in  the  past. 
The  criteria  established  by  any  health  systems  agency.  State 
Agency,  or  Statewide  Health  Coordinating  Council  under  para- 
graph (8)  shall  be  consistent  with  the  standards  and  procedures  es- 
tabhshed  by  the  Secretary  under  section  1306(c)  of  this  Act. 
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[technical  assistance  for  health  systems  agencies  and  state 
health  planning  and  development  agencies 

[Sec.  1533.  (a)  The  Secretary  shall  provide  (directly  or  through 
grants  or  contracts,  or  both)  to  designated  health  systems  agencies 
and  State  Agencies  (1)  assistance  in  developing  their  health  plans 
and  approaches  to  planning  various  types  of  health  services,  (2) 
technical  materials,  including  methodologies,  policies,  and  stand- 
ards appropriate  for  use  in  health  planning,  and  (3)  other  technical 
assistance  as  may  be  necessary  in  order  that  such  agencies  may 
properly  perform  their  functions. 

[(b)  The  Secretary  shall  include  in  the  materials  provided  under 
subsection  (a)  the  following: 

[(1)(A)  Specification  of  the  minimum  data  needed  to  deter- 
mine the  health  status  of  the  residents  of  a  health  service  area 
and  the  determinants  of  such  status. 

[(B)  Specification  of  the  minimum  data  needed  to  determine 
the  status  of  the  health  resources  and  services  of  a  health  serv- 
ice area. 

[(C)  Specification  of  the  minimum  data  needed  to  describe 
the  use  of  health  resources  and  services  within  a  health  service 
area. 

[(2)  Planning  approaches,  methodologies,  policies,  and  stand- 
ards which  shall  be  consistent  with  the  guidelines  established 
by  the  Secretary  under  section  1501  for  appropriate  planning 
and  development  of  health  resources,  and  which  shall  cover 
the  priorities  listed  in  section  1502. 

[(3)  Guidelines  for  the  organization  and  operation  of  health 
systems  agencies  and  State  Agencies  including  guidelines  for — 
[(A)  the  structure  of  a  health  systems  agency,  consistent 
with  section  1512(b),  and  of  a  State  Agency,  consistent 
with  section  1522; 

[(B)  the  conduct  of  the  planning  and  development  proc- 
esses; 

[(C)  the  performance  of  health  systems  agency  functions 
in  accordance  with  section  1513;  and 

[(D)  the  performance  of  State  Agency  functions  in  ac- 
cordance v/ith  section  1523. 
[(c)  In  order  to  facilitate  the  exchange  of  information  concerning 
health  services,  health  resources,  and  health  planning  and  re- 
sources development  practice  and  methodology,  the  Secretary  shall 
establish  a  national  health  planning  information  center  to  support 
the  health  planning  and  resources  development  programs  of  health 
systems  agencies.  State  agencies,  and  other  entities  concerned  with 
health  planning  and  resources  development;  to  provide  access  to 
current  information  or  health  planning  and  resources  development; 
and  to  provide  information  for  use  in  the  analysis  of  issues  and 
problems  related  to  health  planning  and  resources  development. 

[(d)  The  Secretary  shall  establish^the  following  within  one  year 
of  the  date  of  enactment  of  this  title: 

[(1)  A  uniform  system  for  calculating  the  aggregate  cost  of 
operation  and  the  aggregate  volume  of  services  provided  by 
health  services  institutions  as  defined  by  the  Secretary  in  regu- 
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lations.  Such  system  shall  provide  for  the  calculation  of  the  ag- 
gregate volume  to  be  based  on: 

[(A)  the  number  of  patient  days; 

[(B)  the  number  of  patient  admissions; 

[(C)  the  number  of  out-patient  visits;  and 

[(D)  other  relevant  factors  as  determined  by  the  Secre- 
tary. 

[(2)  A  uniform  system  for  cost  accounting  and  calculating 
the  volume  of  services  provided  by  health  services  institutions. 
Such  system  shall: 

[(A)  Include  the  establishment  of  specific  cost  centers 
and,  where  appropriate,  subcost  centers. 

[(B)  Include  the  designation  of  an  appropriate  volume 
factor  for  each  cost  center. 

[(C)  Provide  for  an  appropriate  application  of  such 
system  in  the  different  types  of  institutions  (including  hos- 
pitals, nursing  homes,  and  other  types  of  health  services 
institutions),  and  different  sizes  of  such  types  of  institu- 
tions. 

[(3)  A  uniform  system  for  calculating  rates  to  be  charged  to 
health  insurers  and  other  health  institutions  payors  by  health 
service  institutions.  Such  system  shall: 

[(A)  Be  based  on  an  all-inclusive  rate  for  various  catego- 
ries of  patients  (including,  but  not  limited  to  individuals 
receiving  medical,  surgical,  pediatric,  obstetric,  and  psychi- 
atric institutional  health  services). 

[(B)  Provide  that  such  rates  reflect  the  true  cost  of  pro- 
viding services  to  each  such  category  of  patients.  The 
system  shall  provide  that  revenues  derived  from  patients 
in  one  category  shall  not  be  used  to  support  the  provision 
of  services  to  patients  in  any  other  category. 

[(C)  Provide  for  an  appropriate  application  of  such 
system  in  the  different  types  of  institutions  (including  hos- 
pitals, nursing  homes,  and  other  types  of  health  service  in- 
stitutions) and  different  sizes  of  such  types  of  institutions. 

[(D)  Provide  that  differences  in  rates  to  various  classes 
of  purchasers  (including  health  insurers,  direct  service 
payors,  and  other  health  institution  payors)  be  based  on 
justified  and  documented  differences  in  the  costs  of  oper- 
ation of  health  services  institutions  made  possible  by  the 
actions  of  such  purchasers. 
[(4)  A  classification  system  for  health  services  institutions. 
Such  classification  system  shall  quantitatively  describe  and 
group  health  services  institutions  of  the  various  types.  Factors 
included  in  such  classification  system  shall  include — 

[(A)  the  number  of  beds  operated  by  an  institution; 
[(B)  the  geographic  location  of  an  institution; 
[(C)  the  operation  of  a  postgraduate  physician  training 
program  by  an  institution;  and 

[(D)  the  complexity  of  services  provided  by  an  institu- 
tion. 

[(5)  A  uniform  system  for  the  reporting  by  health  services 
institutions  of— 
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[(A)  the  aggregate  cost  of  operation  and  the  aggregate 
volume  of  services,  as  calculated  in  accordance  with  the 
system  established  by  the  Secretary  under  paragraph  (1); 

[(B)  the  costs  and  volume  of  services  at  various  cost  cen- 
ters, and  subcost  centers,  as  calculated  in  accordance  with 
the  system  established  by  the  Secretary  under  paragraph 
(2);  and 

[(C)  rates,  by  category  of  patient  and  class  of  purchaser, 
as  calculated  in  accordance  with  the  system  established  by 
the  Secretary  under  paragraph  (3). 
Such  system  shall  provide  for  an  appropriate  application  of 
such  system  in  the  different  types  of  institutions  (including 
hospitals,  nursing  homes,  and  other  types  of  health  services  in- 
stitutions) and  different  sizes  of  such  institutions. 

[centers  for  heatlh  planning 

[Sec.  1534.  (a)  For  the  purposes  of  assisting  the  Secretary  in  car- 
rying out  this  title,  providing  such  technical  and  consulting  assist- 
ance as  health  systems  agencies  and  State  Agencies  may  from  time 
to  time  require,  conducting  research,  studies  and  analyses  of  health 
planning  and  resources  development,  and  developing  health  plan- 
ning approaches,  methodologies,  policies,  and  standards,  the  Secre- 
tary shall  be  grants  or  contracts,  or  both,  assist  public  or  private 
nonprofit  entities  in  meeting  the  costs  of  planning  and  developing 
new  centers,  and  operating  existing  and  new  centers,  for  multidici- 
plinary  health  planning  development  and  assistance.  To  the  extent 
practicable,  the  Secretary  shall  provide  assistance  under  this  sec- 
tion so  that  at  least  five  such  centers  will  be  in  operation  by  June 
30,  1976. 

[(b)(1)  No  grant  or  contract  may  be  made  under  this  section  for 
planning  or  developing  a  center  unless  the  Secretary  determines 
that  when  it  is  operational  it  will  meet  the  requirements  listed  in 
paragraph  (2)  and  it  will  be  able  to  provide  assistance  and  dissemi- 
nation of  information  to  health  systems  agencies  and  State  Agen- 
cies as  provided  in  subsections  (a)  and  (c),  and  no  grant  or  contract 
may  be  made  under  this  section  for  operation  of  a  center  unless  the 
center  meets  such  requirements  and  is  able  to  provide  such  assist- 
ance and  dissemination  of  information. 

[(2)  The  requirements  referred  to  in  paragraph  (1)  are  as  follows: 
[(A)  There  shall  be  a  full-time  director  of  the  center  who  pos- 
sesses a  demonstrated  capacity  for  substantial  accomplishment 
and  leadership  in  the  field  of  health  planning  and  resources 
development,  and  there  shall  be  such  additional  professional 
staff  as  may  be  appropriate. 
[(B)  The  staff  of  the  center  shall  represent  a  diversity  of  rele- 
vant disciplines. 

[(C)  Such  additional  requirements  as  the  Secretary  may  by  regu- 
lation prescribe. 

[(c)  Centers  assisted  under  this  section  (1)  may  enter  into  ar- 
rangements with  health  systems  agencies  and  State  Agencies  for 
the  provision  of  such  services  as  may  be  appropriate  and  necessary 
in  assisting  the  agencies  and  State  Agencies  in  performing  their 
functions  under  section  1513  or  1523,  respectively,  and  (2)  shall  de- 
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velop  and  use  methods  (satisfactory  to  the  Secretary)  to  dissemi- 
nate to  such  agencies  and  State  Agencies  planning  approaches, 
methodologies  (including  methodologies  to  provide  for  education  of 
new  board  members  and  new  staff  and  continuing  education  of 
board  members  and  staff  of  such  agencies  and  State  Agencies),  poli- 
cies, and  standards. 

[(d)  For  the  purpose  of  making  payments  pursuant  to  grants  and 
contracts  under  subsection  (a)  there  are  authorized  to  be  appropri- 
ated $5,000,000  for  the  fiscal  year  ending  June  30,  1975,  $8,000,000 
for  the  fiscal  year  ending  June  30,  1976,  $10,000,000  each  for  the 
fiscal  years  ending  September  30,  1977,  and  September  30,  1978, 
$6,000,000  for  the  fiscal  year  ending  September  30,  1980,  and 
$8,000,000  for  the  fiscal  year  ending  September  30,  1981. 

[review  by  the  secretary 

[Sec.  1535.  (a)  The  Secretary  shall  review  and  approve  or  disap- 
prove the  annual  budget  of  each  designated  health  systems  agency 
and  State  Agency.  In  making  such  review  and  approval  or  disap- 
proval the  Secretary  shall  consider  the  comments  of  Statewide 
Health  Coordinating  Councils  submitted  under  section  1524(c)(3). 
Information  submitted  to  the  Secretary  by  a  health  systems  agency 
or  a  State  Agency  in  connection  with  the  Secretary's  review  under 
this  subsection  shall  be  made  available  by  the  Secretary,  upon  re- 
quest, to  the  appropriate  committees  (and  their  subcommittees)  of 
the  Congress. 

[(b)  The  Secretary  shall  prescribe  performance  standards  cover- 
ing the  structure,  operation,  and  performance  of  the  functions  of 
each  designated  health  systems  agency  and  State  Agency,  and  he 
shall  establish  a  reporting  system  based  on  the  performance  stand- 
ards that  allows  for  continuous  review  of  the  structure,  operation, 
and  performance  of  the  functions  of  such  agencies. 

[(c)  The  Secretary  shall  review  in  detail  at  least  every  three 
years  the  structure,  operation,  and  performance  of  the  functions  of 
each  designated  health  systems  agency  to  determine — 

[(1)  the  adequacy  of  the  HSP  of  the  agency  for  meeting  the 
needs  of  the  residents  of  the  area  for  a  healthful  environment 
and  for  accessible,  acceptable  and  continuous  quality  health 
care  at  reasonable  costs,  and  the  effectiveness  of  the  AIP  in 
achieving  the  system  described  in  the  HSP; 

[(2)  if  the  structure,  operation,  and  performance  of  the  func- 
tions of  the  agency  meet  the  requirements  of  sections  1512(b) 
and  1513; 

[(3)  the  extent  to  which  the  agency's  governing  body  (and 
executive  committee  (if  any))  represents  the  residents  of  the 
health  service  area  for  which  they  agency  is  designated; 

[(4)  the  professional  credentials  and  com_petence  of  the  staff 
of  the  agency; 

[(5)  the  appropriateness  of  the  data  assembled  pursuant  to 
section  1513(b)(1)  and  the  quality  of  the  analyses  of  such  data; 

[(6)  the  extent  to  which  technical  and  financial  assistance 
from  the  agency  have  been  utilized  in  an  effective  manner  to 
achieve  goals  and  objectives  of  the  HSP  and  the  AIP;  and 

[(7)  the  extent  to  which  it  may  be  demonstrated  that— 
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[(A)  the  health  of  the  residents  in  the  agency's  health 
service  area  has  been  improved; 

[(B)  the  accessibility,  acceptability,  continuity,  and  qual- 
ity of  health  care  in  such  area  has  been  improved;  and 

[(C)  increases  in  costs  of  the  provision  of  health  care 
have  been  restrained. 
[(d)  The  Secretary  shall  review  in  detail  at  least  every  three 
years  the  structure,  operation,  and  performance  of  the  functions  of 
each  designated  State  Agency  to  determine — 

[(1)  the  adequacy  of  the  State  health  plan  of  the  Statewide 
Health  Coordinating  Council  prepared  under  section  1524(c)(2) 
in  meeting  the  needs  of  the  residents  of  the  State  for  a  health- 
ful environment  and  for  accessible,  acceptable,  and  continuous 
quality  health  care  at  reasonable  cost; 

[(2)  if  the  structure,  operation,  and  performance  of  the  func- 
tions of  the  State  Agency  meet  the  requirements  of  sections 
1522  and  1523; 

[(3)  the  extent  to  which  the  Statewide  Health  Coordinating 
Council  has  a  membership  meeting,  and  has  performed  in  a 
manner  consistent  with,  the  requirements  of  section  1524; 

[(4)  the  professional  credentials  and  competence  of  the  staff 
of  the  State  Agency; 

[(5)  the  extent  to  which  financial  assistance  provided  under 
title  XVI  by  the  State  Agency  has  been  used  in  an  effective 
manner  to  achieve  the  State's  health  plan  under  section 
1524(c)(2);  and 

[(6)  the  extent  to  which  it  may  be  demonstrated  that — 

[(A)  the  health  of  the  residents  of  the  State  has  been 
improved; 

[(B)  the  accessibility,  acceptability,  continuity,  and  qual- 
ity  of  health  care  in  the  State  has  been  improved;  and 

[(C)  increases  in  costs  of  the  provision  of  health  care 
have  been  restrained. 

SPECIAL  PROVISIONS  FOR  CERTAIN  STATES  AND  TERRITORIES 

[Sec.  1536.  (a)  Upon  application  of  the  chief  executive  officer  of 
a  State  or  the  Commonwealth  of  Puerto  Rico,  the  Virgin  Islands, 
Guam,  the  Trust  Territory  of  the  Pacific  Islands,  the  Northern 
Mariana  Islands,  or  American  Samoa,  it  shall,  upon  approval  of  the 
application,  be  considered  to  be  a  State  for  purposes  of  this  title 
and — 

[(1)  no  health  service  area  shall  be  established  within  it, 
[(2)  no  health  systems  agency  shall  be  designated  for  it, 
[(3)  the  State  Agency  designated  for  it  under  section  1521 
may,  in  addition  to  the  functions  prescribed  by  section  1523, 
perform  the  functions  prescribed  by  section  1513  and  shall  be 
eligible  to  receive  grants  authorized  by  section  1640,  and 

[(4)  the  chief  executive  officer  shall  appoint  the  Statewide 
Health  Coordinating  Council  prescribed  by  section  1524  in  ac- 
cordance with  regulations  of  the  Secretary. 
An  application  made  under  this  section  for  a  fiscal  year  shall  be 
made  not  later  than  November  1  in  that  fiscal  year  and  shall  con- 
tain the  certification  of  the  chief  executive  officer  that  the  State  is 
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willing  and  able  to  meet  the  purposes  of  this  title  in  such  fiscal 
year  without  any  health  systems  agency  in  the  State. 

[(b)(1)  Upon  application  of  a  State  which  has  had  an  application 
approved  under  subsection  (a),  the  Secretary  shall  reestablish  in  ac- 
cordance with  paragraph  (2)  the  health  service  areas  within  the 
State  and  designate  health  systems  agencies  for  such  areas  in  ac- 
cordance with  section  1515. 

[(2)  The  health  service  areas  in  a  State  making  such  an  applica- 
tion which  were  in  existence  on  the  date  the  application  under  sub- 
section (a)  was  approved  shall  be  reestablished  by  order  of  the  Sec- 
retary, except  that  if  the  application  under  this  subsection  requests 
the  Secretary  to  designate  different  health  service  areas,  the  Secre- 
tary shall  designate,  in  accordance  with  section  1511,  different 
health  service  areas  for  the  State. 

[authorizations 

[Sec.  1537.  The  following  amounts  are  authorized  to  be  appropri- 
ated: 

[(1)  For  grants  and  contracts  under  section  1516(a),  there 
are  authorized  to  be  appropriated  $42,000,000  for  fiscal  year 
1986. 

[(2)  For  grants  and  contracts  under  section  1525(a),  there 
are  authorized  to  be  appropriated  $21,400,000  for  fiscal  year 
1986. 

[(3)  For  grants  and  contracts  under  section  1534(a),  there 
are  authorized  to  be  appropriated  $1,500,000  for  fiscal  year 
1986.3 

******* 
Section  935  of  Public  Law  97-35 

AN  ACT  To  provide  for  reconciliation  pursuant  to  section  301  of  the  first  concurrent 
resolution  on  the  budget  for  the  fiscal  year  1982 

SHORT  TITLE 

Section  1.  This  Act  may  be  cited  as  the  ''Omnibus  Budget  Recon- 
ciliation Act  of  1981". 

******* 

STATES  WITHOUT  HEALTH  SYSTEMS  AGENCIES 

Sec.  935.  (a)(1)  Section  1536  of  the  Public  Health  Service  Act  (42 
U.S.C.  300n-5)  is  amended— 

(1)  by  striking  out  subsection  (a), 

(2)  by  amending  the  matter  in  subsection  (b)  preceding  para- 
graph (1)  to  read  as  follows:  ''Upon  application  of  the  chief  ex- 
ecutive officer  of  a  State  or  the  Commonwealth  of  Puerto  Rico, 
the  Virgin  Islands,  Guam,  the  Trust  Territory  of  the  Pacific  Is- 
lands, the  Northern  Mariana  Islands,  or  American  Samoa,  it 
shall,  upon  approval  of  the  application,  be  considered  to  be  a 
State  for  purposes  of  this  title  and", 

(3)  by  striking  out  "sections  1516  and  1640"  and  inserting  in 
lieu  thereof  "section  1640",  and 
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(4)  by  adding  after  and  below  paragraph  (4)  the  following: 
"An  application  made  under  this  section  for  a  fiscal  year  shall  be 
made  not  later  than  November  1  in  that  fiscal  year  and  shall  con- 
tain the  certification  of  the  chief  executive  officer  that  the  State  is 
willing  and  able  to  meet  the  purposes  of  this  title  in  such  fiscal 
year  without  any  health  systems  agency  in  the  State.". 

(b)  A  State  which — 

(1)  because  of  section  1536(b)  of  the  Public  Health  Service 
Act  (as  in  effect  on  September  30,  1981)  received  a  grant  under 
section  1516  of  such  Act  for  fiscal  year  1981,  and 

(2)  had  an  application  under  section  1536  of  such  Act  (as 
amended  by  subsection  (a))  approved, 

shall  be  eligible  to  receive  a  grant  under  section  1516  of  such  Act 
[for  fiscal  year  1982.]. 

(c)  If  a  State  which  on  the  date  of  the  enactment  of  this  Act  has 
a  population  of  less  than  600,000  and  has  only  one  health  service 
area  has  an  application  approved  under  this  section,  such  State 
shall  be  eligible  to  receive  a  grant  under  section  1516  of  the  Public 
Health  Service  Act  for  fiscal  year  1982. 

(d)  The  last  sentence  of  section  1512(b)(5)  of  the  Public  Health 
Service  Act  (42  U.S.C.  3001-l(b)(5))  is  amended  by  inserting  before 
the  period  the  following:  ''or  health  insurance". 


ADDITIONAL  VIEWS  OF  CONGRESSMAN  DOUG  WALGREN 
TO  H.R.  2934,  HEALTH  PLANNING  AMENDMENTS  OF  1985 

In  adopting  the  Madigan  amendment  that  would  repeal  the  fed- 
eral health  planning  law,  the  House  Energy  and  Commerce  Com- 
mittee would  shortsightedly  end  a  process  of  demonstrated  useful- 
ness. In  my  view,  health  planning  may  be  needed  more  today  than 
ever  and,  at  the  very  least,  should  not  be  scrapped  without  a  re- 
placement that  will  effectively  focus  on  preventing  duplication  of 
medical  facilities. 

COMPETITION  CANNOT  REPLACE  PLANNING 

I  confess  to  being  mystified  by  the  logic  of  the  forces  that  have 
combined  to  vote  down  health  planning.  Admittedly,  the  govern- 
ment is  turning  to  far  more  strict  (some  would  say  ''high-handed") 
mandates  of  medical  cost  control  based  on  prospective  pa3anents 
for  individuals  ser\^ed.  But  in  our  rush  away  from  health  planning, 
we  should  stop  to  remember  that  these  new  efforts  to  contain  costs 
work  at  cross  purposes  to  the  savings  that  can  be  secured  by  pre- 
venting duplication  of  facilities.  Prospective  payments  based  on 
cost  provide  no  incentive  to  prevent  multiplication  of  facilities 
beyond  a  community's  needs. 

Health  planning  has  been  seen  as  inconsistent  with  "competi- 
tion" as  a  way  to  hold  down  costs  and  I  suspect  this  trend  may  be 
more  responsible  for  the  lack  of  support  for  health  planning  than 
any  other  factor.  The  reality  is  that  health  care  is  dominated  by 
unavoidable  factors  that  are  contrary  to  the  notion  of  competition. 
The  sick  want  to  turn  to  a  familiar,  trusted  providers  and  say 
"help  me."  Community  identification  and  professional  reputation 
control — not  comparative  economics.  The  sick  do  not  "comparison 
shop"  for  bargains.  While  no  one  should  say  "never"  to  any  con- 
structive proposals  (perhaps  some  specific  competitive  projects 
could  be  fostered),  "competition"  has  a  long  way  to  go  in  health 
care  before  we  should  eliminate  helpful  processes  like  health  plan- 
ning. 

With  cost  containment  and  deficit  reduction  drives  at  "full  throt- 
tle," with  the  imposition  of  prospective  payment  in  Medicare  and 
in  many  Medicaid  and  private  programs,  with  the  increasing  trend 
toward  mergers  and  corporate  "marketing"  of  health  care  and  es- 
pecially with  the  growing  use  of  "high  tech"  medicine,  it  is  even 
more  compelling  to  have  in  place  a  community-wide  planning 
system. 

COORDINATION  RESULTS  IN  COST  SAVINGS 

Health  planning  is  a  mechanism  for  coordinating  facilities, 
which  in  turn  holds  down  costs.  Health  care  is  expensive.  We  now 
spend  10  percent  of  our  national  wealth  on  health  care,  $1  billion  a 
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day.  No  one  can  deny  the  logic  that  without  coordination  of  facili- 
ties, competing  medical  providers  will  naturally  build  more  health 
facilities  than  can  be  used  if  each  are  to  provide  comprehensive 
services.  With  medical  technology  exploding  in  complexity,  there 
are  substantial  savings  that  can  only  be  reached  through  communi- 
ty-wide planning. 

The  evidence  is  that,  without  restrictions,  hospitals  add  beds, 
purchase  complex  equipment,  and  provide  sei^ce  capacity — all  of 
which  are  underused.  In  the  two  states  which  have  totally  deregu- 
lated capital  expenditure  reviews,  there  have  been  documented 
large  increases  in  new  hospitals  and  hospital  beds  despite  existing 
capacity.  Studies  estimate  the  every  $1  spent  on  health  planning 
has  prevented  $8  of  duplicated  investment  in  medical  facilities.  It 
should  come  as  no  surprise  to  us  that  it  is  health  planning  that  is 
the  good  investment. 

PLANNING  ENHANCES  ACCESS 

Another  reason  to  support  health  planning  is  to  try  to  distribute 
resources  so  that  everyone  will  have  access  to  quality  health  care. 
We  are  far  from  that  goal.  Urban  hospitals  serving  large  numbers 
of  indigent  patients  are  struggling  for  survival.  Teaching  hospitals 
are  searching  for  ways  to  compete  under  DRGs.  Twelve  percent  of 
the  population  has  no  health  insurance.  Some  rural  areas  do  not 
have  doctors,  dentists  or  health  clinics.  The  average  nursing  home 
patient  today  receives  only  12  minutes  of  nursing  care  per  day. 

With  the  aging  of  the  population,  even  more  gaps  will  emerge. 
We  will  need  1.2  million  more  nursing  home  beds  by  2000.  The 
White  House  Conference  on  Aging  predicted,  over  the  next  14 
years,  a  shortfall  of  75,000  long-term  care  nurses;  20,000  geriatric 
nurse  practitioners;  and  250,000  RNs.  Our  need  for  community 
health  nurses  to  provide  home  health  care  for  the  elderly  will 
double  in  the  next  four  years. 

Health  planning  provides  a  framework  for  an  overall  evaluation 
of  available  services  on  a  community-wide  basis,  identifying  gaps 
and  preventing  an  over  concentration  of  effort.  Admittedly,  a  ''free- 
market"  approach  is  also  a  way  to  fill  in  gaps,  but  the  market  ap- 
proach distorts  available  services  by  "over-emphasizing"  the  more 
profitable  and  ''de-emphasizing"  the  less  profitable  services.  There 
are  critical  gaps,  such  as  long-term  care,  that  will  never  be  filled 
by  free-market  forces  and  we  would  be  naive  to  expect  these  needs 
to  be  met  without  overall  planning  efforts. 

PLANNING  INVOLVES  THE  COMMUNITY,  ENHANCES  CONFIDENCE 

Finally,  health  planning  is  the  only  element  of  the  health  care 
system  based  on  a  cross-section  of  those  who  have  a  stake  in  health 
care — providers,  consumers,  government,  the  business  community. 
Acting  alone,  physicians,  patients  or  corporate  planners  do  not 
take  a  community- wide  perspective.  Absentee  corporate  managers 
do  not  worry  about  community  considerations;  but  the  "soft"  line 
they  v/rite  off  on  their  balance  sheet  while  meeting  in  a  board 
room  in  a  distant  city  may  represent  critical  community  needs.  We 
all  pay  a  high  price  for  medical  care.  It  is  essential  that  our  medi- 
cal system  maintain  public  confidence.  If  it  does  not,  we  will  with- 
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hold  necessary  funds  from  it  and  many  could  then  fail  to  find 
needed  medical  treatment.  Involving  local  people  in  designing  the 
system  helps  maintain  that  public  confidence  and  needed  re- 
sources. 

Our  health  planning  system  has  helped  to  foster  the  twin  goals 
of  cost  containment  and  access  to  quality  care.  In  my  view,  our 
stake  in  health  planning  could  not  be  greater. 

Doug  Walgren. 
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